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A Hooper-Holmes 
inspection is the 
Ounce of Prevention 
for your business. 


THE PROPER FOCUS 


Foggy backgrounds—blurred images—lack of 
detail. Such are the results of an out-of-focus 
picture. 

Contrast that with sharp, clearly defined forms, 
proper values of light and shade and you have 
the visualization of a subject as it may appear 
with, or without, a comprehensive inspection 
report. 

To pass judgement for underwriting, credit or 
commercial purposes requires definite knowl- 
edge of the person or property under consider- 
ation. That is why inspection reports are so 
essential to the clearing up of foggy mental 
images. 

Information obtained from reliable informants 
at, or near, the source provides authenticity and 


detail which make the finished report a sharply 
focused word picture. It is not necessary for 
you to feel your way through dangerous, murky 
atmosphere when, for a nominal sum, you can 
command a source of information whose years 
of experience and high standards of practice 
enable them to give you the proper focus on 
the subject of your consideration. 

The nationwide facilities of The 
Hooper - Holmes Bureau are devoted to 
the compiling of Moral Hazard In- 
spection Reports for insurance undcr- 
writing, credit, commercial and em- 
ployment purposes and Claim 
Reports. Address inquiries to 

102 Maiden Lane, New York. 


THE HOOPER-HOLMES BUREAU, Inc. 
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@ Looking ahead 


Commercial crime of all varieties 
costs the American business world 
a vast sum, running into hundreds 
of millions of dollars annually. Our 
next number will contain an ex- 
clusive interview with Judge Wil- 
liam Clark of the United States 
District Court on the tribute paid 
to crime and criminals by American 
business. 


Those of our readers who at- 
tended the National Association of 
Credit Men’s annual convention in 
Boston last June will recall Judge 
Clark’s vigorous criticisms of the 
investment exchange situation. To- 
day it is of prime importance in 
Congressional consideration. 

Others, again, may recognize 
Judge Clark as the sponsor of the 


_ famous bankruptcy clinics a few 


years ago, which were partly instru- 
mental in the beginning of the 
bankruptcy investigation which was 
completed recently after two years 
of study. The results of this probe 
have been presented to Congress in 
the form of a bill to change the 
present system. That bill is an- 
alyzed by W. Randolph Mont- 
gomery, of National Association of 
Credit Men Counsel, in this issue. 


Be sure to read Mr. Montgomery’s 
article and keep in mind the com- 
ing interview with Judge Clark. 
They are very essential to an under- 
standing of our present problems. 
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It cost 84 creditors *12,376°° because 
they didn’t get this report ..... 


a is a copy of an actual Credit Inter- 
change report written September 28, 


. : CREDIT INTERCHANGE BUREAUS 
1931, on a concern that went into bank- NATIONAL ASSOCIATION OF CREDIT MEN 
ruptcy on December 22, 1931. Eseesine Offices 1 Push Ave, NEW YORK... 


Look the report over. It carries all the ear- 
marks of trouble, and indicates a very dan- 
gerous credit risk. 


—e a 84 creditors have ship- 

ped merchandise totaling $12,376.00 on SSS ne Lone 
ca after this report weewenea? sma [a | Sores | tesa’ | “se” | Sees | SEB | Se [yea] Ba 

Why? Because instead of contacting their 
nearest Credit Interchange Bureau and get- 
ting the information this report contains— — os .she 

and most of them could have got it in five 5-20-45 No paying expdrience 
minutes over the telephone—they depended b-10-80 30 
upon financial statements, direct inquiries, . i 

and out-of-date information. 


These 84 creditors could have invested Jess i BO 60-94 

than $84.00 in Credit Interchange reports oe 

and saved exactly $12,376.00; just as man 

recipients of orders from this concern did. oe Tues oy or 
One of whom commented in this manner pietanionrs pase tisfactory 

on his actions in refusing the order: “Turned 910-32 

down a $500.00 order on strength of Cred- lle a a on 

it Interchange Report.” 910-635 


ve Knit G 2-10-6p, 60 
Wholesalers credit interests can annually CENTRAL 


save hundreds of millions of dollars of un- 250 e 

ollected by aitty 
neccessary bad debt losses and other tens pe 8 80 Piscontinu- 
of millions of dollars in collection expense -LOUI er 
and the cost of credit information, by spend- 
ing a mere fraction of those sums in Credit 85 60 60 
Interchange Service. 


It is far cheaper to buy and ase Credit Inter- 

change Service than it is to do without it. Collected by Akty-July 
Phone or write your nearest Credit Inter- _ 
change Bureau—see list below. They will 

give you complete information without 

charge. 


CREDIT INTERCHANGE BUREAUS 


National Association of Credit Men 


Atlanta, Ga. Columbus, Ohio Green Bay, Wis. Memphis, Tenn. St. Paul, Minn. 
Baltimore, Md. Dallas, Texas Houston, Texas Milwaukee, Wis. Salt Lake City, Utah 
Billings, Mont. Denver, Colo. Huntington, W. Va. New Haven, Conn. San Francisco, Cal. 
Birmingham, Ala. Des Moines, lowa Indianapolis, Ind. New Orleans, La. Seattle, Wash. 
Boston, Mass. Detroit, Mich. Jacksonville, Fla. New York, N. Y. Shreveport, La. 
Buffalo, N. Y. Duluth, Minn. Kalamazoo, Mich. Oklahoma City, Okla. — ae Ia. 
Charlotte, N.C. Evansville, Ind. Kansas City, Mo. nereee,* “ana nant SP 


Chattanooga, Tenn. Flint, Mich. Knoxville, Tenn. Philadelphia Pa. Toles, Okla 
oes >. ew Sentiny Ak. Lexington, Ky. Pittsburgh, Pa. Utica, N. Y. 


Cincinnati, Ohio Ft. Wayne, Ind. Little Rock, Ark. Portland, Ore. Wheeling, W. Va. 
Clarksburg, W. Va. Grand Rapids, Mich. Louisville, Ky. Richmond, Va. Wichita, Kansas 
Cleveland, Ohio Great Falls, Mont. Lynchburg, Va. St. Louis, Mo. Youngstown, Ohio 


Central Burcew 214 N. Sixth St. ST. LOUIS, MO. 


The ecarecy of this Report fs not guaranteed. Its contents are gathered ie foth - 
without liability for grocer 
Ha cere rr os talins to commmenteste the ae gathered. 


REPORT ON: 
ACTUAL REPORT - NAME & ADDRESS DELETED SEPTEMBER 28, 1921 
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When writing to Credit Interchange Bureaus please mention Credit & Financial Management 





Annual Statements January 1, 1932 


THE TRAVELERS 


Hartford, Connecticut 
L. EDMUND ZACHER, PRESIDENT 


THE TRAVELERS INSURANCE COMPANY 
Sixty-eighth Annual Statement 


AsseETS 


United States Government Bonds $70,932,415.00 
Other PublicBonds . . . 92,702,718.00 
Railroad Bonds and Stocks . . 79,758,966.00 
Public Utility Bonds and Stocks. 76,544,360.00 
Other Bonds and Stocks . . 48,154,903.00 
First Mortgage Loans. . 115,921,897.85 
Real Estate ae . 21,675,811.62 
Loanson Company’s policies. . 106,171,003.04 
Cashonhandandin Banks . 12,103 472.32 
Interest accrued he 8,972,347.28 
Premiums due and deferred . 28,331,806.50 
All Other Assets 251,306.36 


ToTAL. $661 521,006.97 


RESERVES AND ALL OTHER LIABILITIES 


Life Insurance Reserves . .$537,068,053.57 
Accident and Health Insurance 
Reserves . oe 
Workmen’s Compensation and 
Liability Insurance Reserves 
Reserves for Taxes 
Other Reserves and Liabilities 
*Security Depreciation Reserve. 
Special Reserve 
Capital . 
Surplus. 


9,283,694.15 


49 656,736.70 
3,512,128.55 
2,619,046.98 
7,726,633.00 
eat ae 9.340,996.50 
$20,000,000.00 
. 99,313,797-52 
— on Sane 


$661,521 ,006.97 


TOTAL. 


THE TRAVELERS INDEMNITY COMPANY 
Twenty-sixth Annual Statement 


ASSETS 
United States Government Bonds 
Other Public Bonds el 
Railroad Bonds and Stocks 
Other Bonds and Stocks . 
First Mortgage Loans. .. 
Cash on hand andin Banks . 
Premiumsin Courseof Collection 2,017,157.56 
Interest accrued De 100,567.54 
AllOtherAssets . . . . . 54.00 


$21,070,451.46 


$1,715,282.00 
2,165,135.00 
3,119,595.00 
9,909,337.00 
312,500.00 
1,730,823.36 


Tora. 


RESERVES AND ALL OTHER LIABILITIES 
Unearned Premium and Claim 

Reserves . 
Reserves for Taxes . 
Other Reserves and Liabilities 
*Security Depreciation Reserve. 
Special Reserve 
Capital . 
Surplus. 


$9,649,196.70 
298,394.71 
517,390.61 
661,853.00 
2,275,698.40 


$3,000,000.00 
- 4,667.918.04 


7,667,918.04 
$21,070,451.46 


Tora. 


THE TRAVELERS FIRE INSURANCE COMPANY 
Eighth Annual Statement 


ASSETS 


RESERVES AND ALL OTHER LIABILITIES 


$2,090,324.00 
1,246,570.00 
2,755,528.00 
6,456,539.00 
250,000.00 
1,756,259.49 
1,205,015.14 
129,835.06 
20,433.89 


$15,910,504.58 


United States Government Bonds 
Other Public Bonds ai eet 
Railroad Bonds and Stocks . 
Other Bonds and Stocks . 

First Mortgage Loans. ; 
Cash on hand andin Banks . 
Premiums in Course of Collection 
Interest accrued 


All Other Assets 


Tora. 


Unearned Premium and Claim 

Reserves . . $10,078,455.09 
Reserves for Taxes 256,770.09 
Other Reserves and Liabilities 45,483.13 
*Security Depreciation Reserve . 519,756.00 
Special Reserve 1,181,435.05 
Capital . 
Surplus. 


-$2,000,000.00 
_ 1,828,605.22 
——e See 


$15,910,504.58 


Tora. 


*Basis of valuation of securities is the National Convention of Insurance Commissioners valuations adjusted by security depreciation reserves. 


MORAL: Insure in THE TRAVELERS 
MORE THAN FIFTY FORMS OF INSURANCE AVAILABLE 


LIFE + ACCIDENT - 
GROUP 


LIABILITY + AUTOMOBILE - 


AIRCRAFT -+ FIRE PLATE GLASS 


HEALTH - 


- COMPENSATION - 
MACHINERY 


STEAM BOILER 
BURGLARY 


WINDSTORM 
INLAND MARINE 





When writing to the Travelers please mention Credit 8 Financial Management 





With the 
Postal 
Telegraph 
“Book” Plan 


you can contact a large 
number of people with 
a single message in a 
mere matter of minutes. 
Just ask for a Postal 
Telegraph Representative. 


---via POSTAL TELEGRAPH! 


@ There’s nothing mysterious about the 
success that attends the use of Postal 
Telegraph in collection work...nothing. 
It’s just that people have an inbred re- 
spect for the wire message which gives 
to the Postal Telegram an importance 
all its own...which enables it to reach 
the “front office” and to com- 

mand attention that is fol- 

lowed by action . . . quickly. 


Postal Telegrapbis the only American tel- 
egraph company that offers a world-wide 
service of coordinated record communica- 
tions under a single management.Tbrough 
the great International System of which 


THE 


INTERNATIONAL 


Postal Telegraph combines tremendous 
speed with accuracy and dependability 
... always. It is convenient to use, and it 
always preserves a record of your mes- 
sage for future reference. 
So...today...if your list of overdue 
accounts is longer than it should be, 
greet it with a “book” of 
Postal Telegrams, and watch 


the payments roll in. 
* 


Postal Telegraph is a part, it reaches 
Europe, Asia, The Orient over Commer- 
cial Cables; Central America, South Amer- 
ica, and the West Indies over All America 
Cables; and ships at seavia Mackay Radio. 


SYSTEM 


ostal Telegraph 


All America 
Cables 


When writing to Postal Telegraph please mention Credit 8 Financial Management 
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5 as do it 


hilly-billy came down from the mountains to join 

the army during the World War. After serving a 

few days as a rookie, he was sent out to the rifle 
range. He had never seen an army rifle before—he 
was somewhat, confused by the mechanism, but 
finally learned the knack ef handling the gun. 

Within an hour he had hung up a new army rec- 
ord for consecutive hits with a rifle. The camp was 
astounded; even the Colonel was mystified. How 
could a raw recruit, who had never seen an army rifle 
before, make such a record? He called the hilly- 
billy into his office. 

“Private Letts, your record is amazing. You say 
you have never seen an army rifle before. Can you 
explain how you did it?” 

The young mountaineer blushed. “Wal, sir,” he 
mumbled, “it’s something like this. There’s fifteen 
in my family and we ’uv allus had a durn hard time 
scrapin’ together enuf to eat. Pop hain’t been able 
to do a lick o’ work for eight years and feedin’ the 
family has been up to me. Every mornin’ for years 
Pop has handed me the ol’ muzzle loader with a 
charge of powder and just one bullet. And he says, 
‘Here kid—go out and get our breakfast.’ So you 
see, sir, I ain’t used to doing much missing when I 
shoot a gun.” 

Young Letts was guided by the law of aim and 
not the law of averages. He didn’t have five or six 
bullets to use when he went out to bring in the 
morning’s breakfast. He had only one bullet—and 
he had to aim right. If he had brought in the food 
for a hungry family of fifteen through the operation 
of the law of averages—or one hit out of six shots 
—he would never have made an army record for 
consecutive hits. 

Translate this same principle into business and 
business training and you will get the answer to our 
economic problems. A business depression is not so 
much the result of infractions against economic laws, 
as it is a violation of the fundamental principles of 
leadership. Doom days will always follow boom 
days, as long as business and government is managed 
by men who base their administrative methods and 
procedures on the law of averages instead of the law 
of aim. 

The president of a successful nation-wide corpora- 
tion said, “If one of my officials is right in five out of 


7 lean, angular, and gawky young Kentucky 
yi 


| 


ten executive decisions, I consider him a successful 
man.” What an indictment of business thinking! 
Yet this poor average is probably above the average. 

Tergiversation reads and pronounces like a big 
word, but it is bigger in meaning than it is in sound 
and spelling. For the past two years, tergiversation 
has been the most popular of indoor pastimes. Bridge, 
cross-word puzzles, mah jong and anagrams have all 
run a poor second to tergiversation in popularity. 
This rather imposing word simply means the evasion 
of a point, duty, or responsibility by subterfuge, 
artifice and subtlety. Our so-called leading business 
and government thinkers make a dozen predictions 
about the economic situation and they are lucky if 
one prognostication is right. Even the law of aver- 
ages fails them. These men would have us believe 
that economic debacles belong in the same category 
as earthquakes, floods, and hurricanes. They refuse 
to assume the responsibility for the hardships of de- 
pression, but each of them clamors for recognition as 
the Moses who will lead us back to days of halcyon 
prosperity. 

How many employees’ when working for someone 
else do their job as if it were their own business? 
The percentage is infinitesimally small. They do 
their job to conform to the law of averages. Then 
when a greater responsibility comes their way, they 
aren’t able to change their habits and become leaders 
because they have never been guided by the law of 
aim. Too many of this type of individual accident- 
ally find themselves in roles of leadership. This 
brings us to the sad but true deduction that democ- 
racy is an incubator for mediocrities whose lives are 
governed by the law of averages. 

Every man and woman in this country can learn an 
invaluable lesson from the story of Private Letts and 
his simple backwoods philosophy. He expressed the 
fundamental principle of executive ability and lead- 
ership—the law of aim. We can never expect a 
satisfactory solution of our problems over any ex- 
tended period of time until we rid ourselves of the 
pestilence of aimless aiming and the law of averages. 
They are the bacteria that enervate the qualities of 
leadership in men and women! They are mental dis- 
eases that cause more human suffering than all of 
our physical diseases combined. The man who is 
a mental Private Letts is the man who makes praise- 
worthy history! 
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Straws in the wind 


Blow hot, blow cold—the following straws indicate the strength 
and direction of the trade winds in recent weeks: 


BANK CLEARINGS: Bank clearings outside New York City, as reported 
to Bradstreet's for the week onded March I6th, rose meagerly from 
$1,797,259,000 to $1,841,509,000, or 2.5 per cent. But, during the last 
ten years, the average increase for this week has been 8.0 per cent. There- 
fore, after adjusting the clearings for this seasonal advance, Bradstreet's 
index dropped to 46.4 as compared with 49.0 last week and 74.1 for the 
corresponding period of 1931. (1928-30 — 100.) This was a new low. 
Thus we have to look back upon the insignificant rise of the previous week 
. a mere interruption of the steady decline that has been going on for so 
ong. 


BUSINESS FAILURES: Strictly business failures numbered 2,635 in Feb- 
ruary as compared with 3,214 in January and 2,277 in February 1931. 
Although this was a drop of I8 per cent from the January total, it must 
be remembered that February is a short month and there is a normal, 
seasonal decline of 19.2 per cent. Total liabilities during February were 
$142,030,686 as compared with $308,273,000 in January, a drop of 53.7 
per cent, but compared to February 1931, last month's liabilities showed a 
rise of 44.4 per cent. While business defaults for the week ending March 
17th, numbering 582, increased 10.2 per cent over the previous week, 
liabilities involved in these defaults decreased 12.1 per cent. 


CAR LOADINGS: Freight car loadings rose to the highest level of the 
year during the week ended March 12, when they totaled 575,481 cars, a 
gain of 16,042 over the preceding week, the American Railway Associa- 
tion reported. Car loading figures for the next month or so will be con- 
Sheed significant as indicating whether stabilization, improvement or fur- 
ther retrogression of railroad freight traffic is most likely in 1932. It seems 
also inconceivable that freight volume will shrink much further, and if 
expectations of seasonal improvement in certain industries are realized 
traffic should stabilize soon a the 600,000 car mark. There is always a 
lag between a change in the trend of industrial production and correlative 
movement of freight, but weekly figures on miscellaneous and less-than-car- 
load shipments give a fairly accurate idea of the rate at which goods are 
" moving into consumption. 


COMMODITY PRICES: Wholesale prices throughout the United States 
declined |!/, per cent during February from the preceding month and 
were 13!/ per cent below the average for February 1931, the Labor De- 
partment announced. Based on average prices for 1926 equaling 100, 
the February index number for wholesale prices was 66.3 compared with 
67.3 for January and 76.8 for February 1931. Retail food prices declined 
3 2/3 per cent in fifty-one cities during the month ended Feb. 15 and 
were |7 per cent below those of the corresponding date of 1931. 


INVESTMENTS: The market continues to maintain its attitude of waiting 
for definite evidence that financial improvement is being translated into 
expansion of business activity and profits. Sharp movements within the 
narrow trading range marked out since early December have been numer- 
ous, providing good profits for nimble traders, but such movements have 
been caused generally by wholly unexpected news developments. The 
most recent was suicide of Ivar Kreuger, implications of which unsettled 
not only the securities of Kreuger & Toll but the general list as well. From 
the longer range viewpoint, stocks have given no indication of their prob- 
able direction over the balance of the year, nor has industry disclosed a 
definite trend that might be regarded as significant, Blake's Weekly Re- 
view states. 


Comments on the affairs of the 
world continue to pour into the 
lu offices of the editors throughout the 
country, and after the first blush, 
become of a sameness that wearies the 
most hardened copy reader. Occasion- 
ally something with a bright glint ap- 
pears out of mire, and is accordingly 
rescued for further inspection, says Fi- 
nance and Industry, of Cleveland. Re- 
cently C. F. Childs & Company, keen 
observers of governmental and interna- 
tional affairs selected some thoughts of 
Sir Henry Strakosch, and in the care- 
ful treatment which characterizes their 
releases, presented some profound pro- 
nouncements of this authority on the 
conditions of the day. In part they 
said: 

“Paraphrasing briefly the portrayal of 
Sir Henry Strakosch; the crisis has no 
parallel in history, although looked upon 
by all but a few as a mere recurrence 
of one of those periodic setbacks. Two 
years have been allowed to develop with- 
out any serious thought being given to 
concerted measures for grappling with 
the crisis at its source. There is no 
other explanation for the almost friv- 
olous superficiality with which explana- 
tions of the crisis have been offered and 
accepted. 

“Mankind accepted without question 
that the misery of insolvency, destitu- 
tion and starvation the world over is 
due to the superabundant supply of all 
things ordinarily consumed, and that 
nothing but a radical curtailment of 
production and the actual destruction of 
existing stocks could bring back our 
lost prosperity. It accepted the dictum 
that the world’s troubles could be set 
right by curtailing imports and foster- 
ing exports, without stopping to in- 
quire who would be buying those ex- 
ports in a world which is universally 
curtailing imports; that the fall of gen- 
eral level of prices would permit the 
working class to buy things more 
cheaply and so revive production and 
trade. Mankind showed a loss of its 
sense of humor. 

“It is now being appreciated that a 
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financial trends 


fall in the level of prices affects the 
distribution of that production among 
the various classes of the community, 
and that the greater purchasing power 
of money confers a greater title to 
goods on those members who have 
claims to money; that the continued fall 
in prices destroys the incentive to pro- 
duce and aggravates the plight of the 
debtor class who have to supply more 
and more goods for the discharge of 
their money debts until they are finally 
driven into insolvency. Today it is dif- 
ficult to imagine any one who does not 
regard the fall of commodity prices as 
the root cause of the present crisis. 


“The theory of general overproduc- 
tion was a flaw in this line of reasoning. 
If there were a superabundance of all 
the things we consume, there was no 
reason why they would not all be ex- 
changed one for the other—unless the 
power of consumption had reached sat- 
uration point. Evidence of poverty 
and distress, however, was so abundant 
that the idea of consumption having 
teached saturation point became repug- 
nant even to the meanest intellect. 


“When the rest of the world found 
their gold reserves being drawn upon 
heavily, they applied the orthodox 
measure of protection. That compelled 
debtors to hasten repayments of loans 
and to sell the commodities and securi- 
ties upon which these loans were con- 
tracted. The process of deflation this 
et in motion gathered momentum. The 
flow of gold to France: and the United 
States continued unabated. The whole- 
sile and world-wide liquidation to 
meet commitments thus reacted on the 
price of all commodities and brought 
about a general fall of prices and with 
it the crisis. 

“Gold movements of such magnitude 
could never take place if the creditor 
status of France and America was the 
tesult of ordinary trade relations with 
the rest of the world. One is thus driven 
to the conclusion that gold movements 
which have characterized those of the 
last three years could not be due to the 
settlement of international balances re- 


and poe 7 


sulting from ordinary trade relations. 
They, therefore, doubtless arise from ex- 
ceptional causes, and these causes must 
be looked for in the reparation and war 
debt payments of which the United 
States and France are practically the 
only recipients. 

“If the gold standard had been al- 
lowed to function as it is meant to 
function, the influx of gold would have 
increased the available purchasing power 
of the community in the gold-receiving 
countries, and would have raised their 
domestic level of prices. They would 
thus have become, for other countries, 
favorable markets to sell in and un- 
favorable markets to buy from. Imports 
into the gold-receiving countries would 
have been fostered and exports im- 
peded. If these movements had been 
allowed free play, the effect would have 
been to establish a new equilibrium be- 
tween imports and exports, and thus to 
stop or circumscribe the flow of gold. 
But the two countries disliked seeing 
such a new equilibrium established be- 
cause they doubtless feared that it 
would produce inconvenient reactions 
to their domestic industries. The inflow 
of gold was therefore prevented from 
exercising its influence on their price 
levels, and tariffs and other barriers were 
placed in the path of imports.’ 

“<*Thus, the creditor countries, in an 
endeavor to escape the reactions on their 
domestic industries which the receipt 
of goods in payment of reparations and 
war debts might have occasioned, forced 
the debtor countries to discharge their 
obligations in gold. In doing so, they 
set up a keen demand for it, which 
drove up its value, and so plunged them- 
selves and the rest of the world into 
the far more disastrous plight of de- 
flation’.” 

“Any contract expressed in money 
terms and entered into before the end 
of 1928 now obliges debtors to give 41 
per cent more goods for the discharge 
of their obligations than they bargained 
for when they concluded the contract. 

“Applying measures which are mere 


palliatives will prove worse than use- 
(Continued on page 36) 
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Clean collar credit 


4 “Follow the Arrow and you follow the style’“— 


in credit department procedure as in fashions. 


SG An_ exposition of an 


by H. W. WOODRUFF, Cluett, 


A few years ago we at Cluett, Pea- 
body & Co., figured we were selling 

MW our various products to about 85 

per cent of the men’s wear retailers 
in the United States. This estimate was 
based on reliable information furnished 
by a well known statistical agency, 
which has tabulated, by industries, the 
names listed in the national book of one 
of the leading mercantile agencies. 
With this distribution one will readily 
realize that our Credit Departments 
must be well organized and smooth run- 
ning in order to expedite the numerous 
orders and handle their work efficiently. 
We render over two-million invoices in 
a single year to dealers in the United 
States alone. This gives an idea of the 
physical volume to be handled and un- 
der which twelve Credit Men might 
easily be submerged if they were not 
highly efficient and systematic. 

We have twelve branches in the 
United States carrying merchandise 
stocks, located at strategic points and 
serving given territories. At each 
branch is a Sales Manager who is direct- 
ly responsible to the Vice President in 
Charge of Sales for sales results in his 
district. Under the Sales Manager at 
each office is a staff of salesmen who 
cover their assigned territories. There 
is also a Credit Man at each Salesroom 
who is responsible to the Executive Of- 
fice for Credit and Accounting Depart- 
ment functions. 

Our Credit Managers are given every 
opportunity to use their initiative in 
credit matters, subject to certain well 
defined broad policies and instructions 
adopted by the Board of Directors. We 
encourage them to pass along to head- 
quarters any experiences which they feel 
will be of interest and benefit to their 
fellow credit men. This interchange 
of ideas has been of inestimable value 


outstanding credit system 


Peabody & Co., Inc., New York 


both in the development of ingenuity 
and interest in our mutual problems. 

To further this exchange of experi- 
ences and ideas the writer, last January, 
inaugurated annual group meetings of 
our Credit Men. These meetings were 
held in three cities so that the problems 
discussed would be those common to the 
Credit Men in attendance; for example, 
our Eastern meeting was held in New 
York and attended by our New York, 
Boston and Philadelphia Credit Men. In 
Chicago were the Chicago, Cleveland 
and Detroit Credit Men and so on. 

In 1922, following the last depres- 
sion, our Board of Directors adopted 
very definite rules, clearly outlining the 
credit and collection policies and pro- 
cedure to be followed by our Credit 
Men. I remember that I had just be- 
gun my employment with the company 
at that time in a Southern salesroom. 
Throughout the country our company 
then had thousands of dollars tied up 
in thousands of slow accounts, so much 
so that our salesmen were taken from 
their territories for a full week and in- 
structed to help collect those accounts. 
As a result of the lessons learned from 
the last depression rules of procedure 
were laid down establishing a sound 
credit and collection policy. These rules 
have been constantly changed and im- 
proved upon since their adoption in the 
light of many subsequent experiences. 

We are learning invaluable lessons 
from the present depression as unmis- 
takably everyone is. However, we feel 
gratified that our ratio of bad debt losses 
varies little from year to year even in 
the present period and the ratio of col- 
lections to accounts receivable has ac- 
tually increased each month in 1931 
through November, over the corres- 
ponding month in 1930. As of No- 
vember 15th, 1931, we had a total of 
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Set The Pace 


When an account lags, put it-back to your 
pace. 


When a debtor balks, make: a test of him. 
Find the trouble—get a settlement. 

If it’s your mistake—get right. 

If a debtor blunders—help him pay. 


You can get his friendship and money by 
quick action. 


‘When he cheats—use the whip. Make him 
pay! Train him to come to time. 


Look ahead—make yourself familiar with 
collection law. 


Learn how far you can go—legally. 
Never dun under cover of a one-cent stamp. 


Word telegrams so they will not be scurril- 
ous nor libelous. 


KEEP CLUETT, PEABODY & CO., Inc., 
OUT OF LITIGATION. 





Pointers on company’s credit policy 


less than $17,000. over 60 days past due 
on all accounts in all salesrooms in the 
United States. This we attribute to, 
sound and well organized credit and col- 
lection procedure which I shall endeavor 
to outline as briefly as possible. 

We review all of our accounts on a 
systematic schedule once each week, 
covering a certain group each day ex- 
cept Saturdays. This review enables 
our Credit Men to keep in touch with 
their accounts at all times. During this 
review accounts owing past due bills 
are reminded of them by collection 
statements or letters. Whether a state- 
ment or letter is used depends upon the 
condition of the account, past experi- 
ence with that account and information 
on file. We test the collection steps and 
try to determine the most effective 
method to employ in order to collect 
present past due bills, retain good will 
and train him to pay promptly. 

In making collections we try to do so 
in a manner that will show our cus- 
tomer that we have an interest in him 
not measured entirely in dollars and 
cents. While we have a minimum num- 
ber of delinquent accounts (over 60 
days past due) we also spend a very in- 
significant sum for collection expense 
or fees. Surely our policies must be 
sound. Of course there is a great con- 
sumer demand for our nationally ad- 
vertised products which is fully appre- 
ciated by our dealers. Then, too, the 
conveniently located salesrooms, en- 
abling the dealer to carry a minimum 
stock investment and get a maximum 
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turnover, contribute to keeping our ac- 
counts active from the buying stand- 
point which in turn has a direct bear- 
ing on our collection results. An ac- 
count that does not buy frequently does 
not, as a rule, pay frequently. 


The collection follow up is made, as 
previously stated, direct from the ledger 
card on which is provided a collection 
column in which is noted the date of 
each effort to collect. This record serves 
to classify the account and any change 
from previous payment habits of a cus- 
tomer comes immediately to the Credit 
Man’s attention when he reviews the 
ledger cards. Postings to the ledger 
cards are made on posting machines and 
the postings are always kept right up 
to date. The ledger cards are filed in 
trays alphabetically by states, by cities, 
by customers. Our credit folders are 
filed in alphabetical order by customers, 
thus affording a cross reference. 


Our Sales Department is thoroughly 
sold on the credit and collection policies 
for each salesman has a book showing 
the credit limit assigned to each ac- 
count in his territory and he is kept in- 
formed of changes as they are made. 
This enables the Sales Department to 
spend its time selling accounts that it 
knows can be shipped and avoids wast- 
ing time and traveling expense selling 
accounts whose orders cannot be passed 
by the Credit Department. Then, too, 
they know that “cheap credit” is not 
sound, having seen conclusively that, a 
very large part of the present depressed 
conditions can be traced to that vicious 
practice. 


We have simplified our credit folder 
and have the contents arranged sys- 
tematically by class of information, 
such as (1) mercantile agency reports, 
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Steel engraving of the Cluett, Peabody plant at Troy, N. Y. 


(2) trade reports from Interchange Bu- 
reaus or other sources, (3) salesman’s 
new account report and all other in- 
formation pertaining to the customer’s 
financial condition and credit standing. 

We recently revised our financial 
statement blank to include a condensed 
profit and loss statement and a list of 
principal creditors with amounts ow- 
ing each. A copy of this form will be 
sent any interested reader on request to 
the writer at 330 Fifth Ave., New York 
City. 

It will probably interest readers of 
CREDIT AND FINANCIAL MANAGEMENT 
to know that we decided last July to 
endeavor to obtain mid-year financial 
statements and, where advisable, oper- 
ating statements, from customers to 
whom we are extending substantial lines 
of credit. We have been highly suc- 
cessful in getting this information and 
have made many constructive sugges- 
tions to our dealers to help them meet 
the present conditions. We find most 
dealers not only willing to submit this 
information but eager to receive any 
advice we can offer them. One finan- 
cial statement a year simply isn’t suff- 
cient. To my mind the greatest single 
construction development growing di- 
rectly out of this depression: is recogni- 
tion of the fact that credit cannot be 
over-extended except at great peril and 
cost to industry. If Credit Men gen- 
erally expect to have semi-annual, or 
even quarterly financial statements, 
they will get them. With frequent 
statements of condition and all that this 
implies, credit cannot be greatly over- 
extended, businesses cannot fail with as- 
sets depleted to the vanishing point and 
failures paying 8 per cent, 10 per cent 
or nothing, will be rare indeed. 

A few months ago we surveyed our 
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records for several years back to arrive 
at a decision of policy on compromise 
settlements which have grown to such 
great proportions. We also sent out a 
questionnaire to several leading whole- 
salers and manufacturers of men’s wear- 
ing apparel and allied lines. Our study 
convinced us that it was grossly unfair 
to legitimate dealers, and a violation of 
good business principle to accept settle- 
ments that enable unsuccessful and, 
often, dishonest dealers to purchase mer- 
chandise far below the prices at which 
the legitimate and successful dealer can. 
This system violates a sacred principle. 
No self-respecting business man can ex- 
pect by playing fast and loose with his 
established selling prices to establish in 
the minds of his customers upon whom 
he depends for profits that he has been 
exactly fair to them. We especially op- 
pose and use every effort to defeat com- 
promise settlements where fraud is evi- 
dent. 


When a failure occurs, we take a spe- 
cial interest and if at all possible our 
Credit Man attends creditors’ meetings 
personally or is represented by a capable 
and trustworthy attorney. Too much 
cannot be said about the farces that oc- 
cur daily when so called creditors’ meet- 
ings are dominated by collection agen- 
cies and bankruptcy attorneys with few, 
if any, Credit Men actually present to 
protect the interests of their companies. 
If a previously solvent business is said 
to be suddenly insolvent we feel en- 
titled to know in detail how the fail- 
ure occurred and satisfy ourselves that 
no fraud thas been perpetrated. 


Too many credit departments fall for 
a solicitation from a collection agency 
or association to send them the proof 


(Continued on page 36) 
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« The causes of business failures are 


nine-fold ..... any one can keep a 
business from reaching base ‘‘safe” 


by PAUL J. FITZPATRICK, Author, 


An industrial enterprise in the or- 
dinary course of economic events is 

Wu either a success or a failure. To 

the average observer an enterprise 
may not show any outward change, but 
over a period of years, it will be appar- 
ent that it has gone either forward or 
backward. Moreover, to survive an en- 
terprise must be able to overcome many 
destructive forces which are constantly 
and persistently confronting it. What, 
then, are some of the forces? 

These forces, major and minor, avoid- 
able and unavoidable, foreseen and un- 
foreseen, may be classified for our pur- 
poses into two main groups; external 
factors and internal factors. 

Some of the external ones, which are 
generally beyond the control of business 
executives, are: 

1. Increased intensity of competi- 

tion. 

2. Changes in the technique of ‘pro- 
duction and distribution. 

3. Changes in style, fad, and habit. 

4. Severe economic readjustments 
brought about by the adverse 
forces of the business or economic 
cycle which accentuate the prob- 
lems facing the several depart- 
ments or divisions of an enter- 
prise. 

5. Introduction of substitutes. 

6. Disasters such as drought, severe 
windstorms, etc. 

7. Unfavorable legislation such as 
tariff changes, anti-trust laws, 
taxes, etc. 

The internal factors, which are gen- 
erally within the control of business 
executives, and for the effects of which, 
the management should, in most in- 
stances, be held responsible, are: 

1. Over-investment in fixed assets, 

especially in a short period of a 
year. 
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"Symptoms of Industrial Failures" 


Over-investment in inventories. 
Over-investment in receivables. 
Insufficient working capital. 
Weak cash position. 

Excessive and unearned dividends. 
Unbalanced financial structure. 
Inadequate and declining net sales. 
Insufficient net profits or earnings. 
Unusual and unexpected losses. 
Excessive interest and other fixed 
charges. 
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Excessive operating expenses. 

13. Inadequate reserves for deprecia- 
tion, contingencies, etc. 

14. Excessive current or short-term 


obligations. 

15. Excessive funded or long-term 
obligations. 

16. Excessive goodwill and other in- 
tangibles. 


17. Excessive advances to and/or in- 
vestments in affiliated and subsid- 
lary companies. 

18. Existence of the enterprise not 
economically warranted. 

These factors, external and internal, 
were brought to light during an investi- 
gation of recent industrial failures, cov- 
ering the period of 1920-1929 and pub- 
lished in my “Symptoms of Industrial 
Failures”. The writer analyzed the ac- 
tivities of twenty representative indus- 
trial enterprises which had failed for 
the purpose of ascertaining the causes 
of failure. The term, industrial enter- 
prise, is here used to mean a business 
concern engaged in manufacturing or 
trading activities or both. 

Since the external factors are largely 
beyond control we shall not further 
consider them, but instead explain the 
significance of each of the internal fac- 
tors, which are so vital in the success- 
ful administration and management of 
industrial enterprises. 
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(1). Over-investment in fixed as- 
sets, especially in a short period of a 
year, is one of the most dangerous fac- 
tors because of its far-reaching effects. 
During the period of: prosperity, many 
industrial enterprises expand and over- 
expand their plant facilities to obtain 
all possible business and thus earn ad- 
ditional profits. In other words, they 
are desirous of obtaining not only the 
normal volume of business but also the 
“peak” volume. They overlook the 
cogent fact that such business is not 
permanent. Consequently, the large 
amount of funds tied up in the fixed 
assets is out of proportion to the volume 
of business transacted. 

Moreover, it is an interesting and dis- 
appointing fact that by the time the 
building has been constructed and made 
available for operation, the period of 
prosperity has passed into the period of 
depression. Consequently, the demand 
for goods and services has fallen off and 
the company is then burdened with idle 
plant facilities and perhaps heavy fixed 
charges, In addition, the plant facilities 
were constructed in a period of pros- 
perity—a period of high labor and ma- 
terial costs. 

There is, indeed, another interesting 
aspect of the expansion policy which 
is generally the conversion of the cur- 
rent assets into fixed assets and the con- 
sequent impairment of working capital, 
unless additional working capital is pro- 
vided, which, in many cases, is not and 
if provided, only to a limited degree. 
Besides, capital invested in the form of 
current assets is in a more or less liquid 
condition, and may be used to take ad- 
vantage of many current business op- 
portunities, but, when tied up in fixed 
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assets it becomes permanently frozen 
and is unavailable. 

It is an axiom in finance that current 
assets should be financed by the cur- 
rent or short-term liabilities advanced 
by bank and trade creditors, whereas 
fixed assets should be financed by long- 
term obligations such as bonds and 
mortgages and also re-investment of 
earnings. To do otherwise, is not sound 
economics nor good business judgment. 
Even three- or five-year notes should 
not be used to provide all the: funds for 
financing the fixed assets because of 
the payment at maturity of these obli- 
gations by means of current assets. 
Certainly, fixed assets can not be used 
as a means of meeting these obligations! 

Furthermore, there is 4 powerful mo- 
tive other than the economic which 
leads business executives to expand or 
over-expand their enterprises. This 
motive is ambition or pride. As Dewing 
has well expressed it: 

“.. . the most powerful motive 
that leads a man to expand a business 
is the illusion of valuing himself in 
terms of his setting. The bigger the 
business, the bigger the man. A man 
prefers to direct a large business 
rather than a small one . . . . He 
likes to feel himself of influence in 
the sphere of his activity. The busi- 
ness executive likes to be somebody, 
to occupy a ‘place in the sun’ in the 
business world . . .” 

Finally, Alfred Marshall, the brilliant 
English economist, looking at the prob- 
lem from a different angle has pointed 
out the great importance of the element 
of time in relation to the demand and 
supply forces when he says: 

“. .. we cannot foresee the future 


ODOINAMAWHD a 


Failure’s line-up: 


perfectly. The unexpected may hap- 
pen; and the existing tendencies may 
be modified before they have had time 
to accomplish what appears now to 
be their full and complete work . . .” 


So before constructing additional 
plant facilities executives should care- 
fully analyze the nature and the extent 
of the demand for their goods. As it is 
often the case the demand may only be 
temporary instead of permanent. As 
Marshall also points out: 


ec 


. markets vary with regard to 
the period of time which is allowed 
to the forces of demand and supply 
to bring themselves into equilibrium 
with one another, as well as with re- 
gard to the area over which they ex- 
tend. And this element of Time re- 
quires more careful attention just 
now than does that of Space. For 
the nature of the equilibrium itself, 
and that of the causes by which it is 
determined, depend on the length of 
the period over which the market is 
taken to extend...” 


It is essential, therefore, that a more 
conservative policy of expansion in 
fixed assets should be pursued by busi- 
ness executives. 


(2). Over-investment in inventories, 
especially at or near the peak of the 
period of prosperity, is an important 
factor because of the risk of price de- 
clines. Losses occasioned by price de- 
clines not only reduce the profits of a 
concern but may also reduce the sur- 
plus. In some cases, surplus accumu- 
lated over a period of years is either 
quickly wiped out or considerably re- 
duced. 

This condition of over-investment in 
inventories may be due to the efforts of 
the executives to protect themselves 
against an inadequate supply; or to the 


Over-investment in fixed assets 
Insufficient working capital 
Unbalanced financial structure 
Insufficient net profits or earnings 
Unusual and unexpected losses 
Inadequate and declining net sales 
Over-investment in inventories 
Speculative executive decisions 
Non-correlation with current trends 


insatiable desire of the executives to 
earn the extra or speculative profits on 
the inventories during the period of 
rising prices. Consequently, when a 
disproportionate amount of money is 
tied up in inventories, the working capi- 
tal of a business is weakened because 
inventories can not be used to pay obli- 
gations. They must be sold to obtain 
cash or rights to cash. In some cases, 
extra capital or credit or both may be 
necessary to finance this over-invest- 
ment. 


But even if capital is borrowed or 
credit is extended, there is the serious 
risk of losses through price declines, 
style changes, etc. Thus these inven- 
tory losses will impair working capital. 
Moreover, overhead expenses are in- 
creased because of the carrying costs 
such as insurance, shrinkage, storage 
space, taxes, etc., on the excess amount 
carried on hand. Finally, there is the 
difficulty of disposing of the inventories 
in the succeeding period of depression 
because the demand has greatly fallen 
off and prices are declining. 


(3). Over-investment in receivables 
also impair working capital. This in- 
vestment is more or less in the form of 
frozen assets and so ties up liquid funds. 
By the term, receivables, is meant all 
indebtedness owed to a business by its 
customers as the result of sales. Over- 
investment in receivables occurs when 
an enterprise has too much working 
capital tied up in its receivables be- 
cause of too large extension of credit 
and poor collection methods. Such a 
business is loaning its capital to its cus- 
tomers, in many instances, without re- 
ceiving interest. Moreover, there is the 
risk of bad debt losses and slow collec- 
tions if a depression should develop. 


(Continued on page 37) 
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Bankruptcy’s new broom 





extended over a period of almost 

two years and has been carried into 

other judicial districts of the 
United States, the Attorney General has 
completed his report on the administra- 
tion of the Bankruptcy Law, and on 
February 24, 1932, following a special 
message to Congress by President 
Hoover, the Attorney General’s bill for 
revision of the Bankruptcy Law was in- 
troduced in the Senate by Senator Hast- 
ings (Sen. Bill No. 3866). 

To call the measure an “amendatory 
bill” would be a misnomer. It is rather 
a sweeping revision of the entire Bank- 
ruptcy Act involving radical changes 
both in the substantive and administra- 
tive features of the law, and introduc- 
ing entirely new principles and theories 
both of conduct and administration. 

The theory of the bill may be sum- 
marized by the statement that while 
the administration and control of the 
assets of an insolvent debtor are still re- 
garded as the primary concern of the 
creditors, the people of the United 
States, as represented by the Govern- 
ment, have an interest in the conduct 
of bankrupts, and in the efficiency of 
bankruptcy administration, which is 
second only to that of the creditors 
themselves, such interest on the part 
of the Government being the mainten- 
ance of the integrity of administration, 
the reduction of the bad debt waste, and 
the prevention of fraud. 

The amendatory bill for the first time 
recognizes the important place which 
trade and credit associations have taken 
in the administration of insolvent es- 
tates, and the methods of trade and 
credit associations in handling such mat- 
ters have been accepted as designed to 
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@ A clean-up of weaknesses now on the books is expected 


from the proposed bankruptcy act . . . “a sweeping revision 


involving radical changes . . . introducing new principles.” 


says W. RANDOLPH MONTGOMERY, 


Counsel, N. A. C. M. 


produce the best results in the adminis- 
tration of the affairs of bankrupts and 
insolvent debtors. 

The Attorney-General recognizes the 
fact that creditors do not, in the aver- 
age case, personally exercise, or care to 
exercise, the responsibility placed upon 
them by the present law, and while not 
abandoning the theory of creditors’ con- 
trol, the amendments are designed to 
make such control more effective by 
adapting the machinery of creditors’ 
participation to the realities of experi- 
ence. So, if this bill becomes law, the 
free choice of trustees by creditors will 
be eliminated, and creditors will be con- 
fined to the selection of a trustee from 
individuals, trade associations and cor- 
porations which, after investigation by 
the Attorney-General have been author- 
ized by the United States District 
Courts to act as Receiver or Trustee. 

While such a provision may seem, at 
first glance, to seriously curtail the con- 
trol of bankruptcy cases by creditors, 
this apparent disfranchisement is not ac- 
tually the case, in view of the fact that 
the bill opens the door to creditors’ or- 
ganizations to receive certificates of au- 
thority to act as Receiver and Trustee, 
and in view of the additional fact that 
the bill would permit creditors at the 
first meeting to elect a creditors’ com- 
mittee with authority to approve or dis- 
approve such acts as the trustee pro- 
poses to take in the course of the ad- 
ministration of the estate. The trustee 
and the creditors’ committee together 
are thus given practically complete con- 
trol of administration, and the trustee 
is relieved of the necessity of applying 
to the Court for instructions in routine 
matters of administration. 

Again, an assignment for the benefit 
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of creditors may be made by a debtor to 
any one of the authorized trustees, and 
the assignee named in such instrument 
may, upon filing the assignment in the 
office of the Clerk of the United States 
District Court, become vested with all 
of the rights, powers and duties of a 
trustee in bankruptcy, but, in such case 
the debtor is not adjudicated a bank- 
rupt, and meetings of creditors may be 
held informally at such place as the as- 
signee may designate, and not neces- 
sarily in the presence of the referee. In 
such assignment proceedings the debtor 
may, furthermore, apply for, and ob- 
tain, a discharge from his debts, if he 
has not been guilty of any of the acts 
which would be a bar to a discharge in 
bankruptcy. The assignee, if consid- 
ered by the creditors an improper person 
to act, may upon cause, be removed and 
another trustee substituted by vote of 
the creditors themselves. There is thus 
afforded to the business world for the 
first time, an opportunity to legalize so- 
called “friendly adjustments,” and to 
protect the administration of an assignee 
or trustee for the benefit of creditors 
from attack by creditors seeking prefer- 
ential advantages. These sections of the 
bill it is believed, will commend them- 
selves to the business community as well 
calculated to fortify and preserve the 
splendid work that is now being per- 
formed by the adjustment bureaus af- 
filiated with the National Association of 
Credit Men and by trade associations 
generally. 

One of the most striking changes 
which has been. proposed is that with 
respect to the granting of discharges. 
The Attorney-General’s investigation 
disclosed that discharges in the United 
States are granted almost as a matter 
of course in the great majority of cases, 
and that it is only rarely that the grant- 





ii 


— nA wire a. - f..f 


~~ a i lt 





il 


id 
nt 
he 
es 


Se 


b- 
he 


>ts 


d- 


ors 
er- 


the 


rell 
the 
er- 


af- 


ons 


ges 
ith 
es. 
ion 
ted 
tter 
ses, 
nt- 


ing of a discharge is preceded by an ade- 
quate and thorough investigation. Un- 
der the existing statute, unless a creditor 
takes the initiative to block a discharge, 
the Court has no jurisdiction to deny 
the application, provided only that the 
bankrupt has complied with the formal 
requirements of the Act by filing his 
schedules, and appearing and submitting 
himself for examination. 

The amendatory bill vests in the 
court jurisdiction either to grant or 
deny a discharge absolutely, or to sus- 
pend a discharge for a period not ex- 
ceeding two years. 

There are no substantial changes in 
the provisions of the law as to when a 
discharge shall be denied. The impor- 
tant change is the provision that the dis- 
charge shall be suspended if the Court 
be satisfied from the evidence that has 
been adduced: 

(1) that the assets of the bankrupt 
at the commencement of the proceed- 
ings were not of a value equal to 50 
cents on the dollar of the amount of his 
provable debts, unless he satisfies the 
court that such fact has been due to cir- 
cumstances for which he can not justly 
be held responsible; or (2) that he con- 
tracted any provable debt within four 
months prior to the commencement of 
the proceedings without having at the 
time of contracting it any reasonable or 
probable ground of expectation of being 
able to pay it; or (3) that he has 
brought on, or contributed to, his bank- 
ruptcy by rash and hazardous specula- 
tions or by unjustifiable extravagance in 
living, or by gambling or by culpable 
neglect of his business affairs.” 

During the period of suspension of 
the discharge, the bankrupt may be or- 
dered to: 

“(1) turn over to the trustee, sub- 
ject only to valid liens, if any, all non- 
exempt property and income within the 
possession or control of the bankrupt 
and acquired after the commencement 
of the proceedings, excepting a reason- 
able allowance for the living necessities 
of himself and his dependents, to be 
fixed in the order, and excepting, if and 
to the extent that the order so provides, 
property necessary for the conduct of a 
business in which he is or proposes to be 
engaged, and (2) submit to the trustee, 
at such intervals as the order may re- 
quire, written reports concerning his 
property, income, occupation, and liv- 
ing necessities. The order may, in ad- 
dition, provide that the suspension shall 
cease upon the payment of a certain sum 
of money to the trustee, and upon such 
payment the court shall enter an order 
granting the discharge.” 


17 





Pen used by President Coolidge to sign 
the Bankruptcy Amendatory Bill in 1926. 


This section of the bill, it is believed, 
will meet with unanimous approval on 
the part of the business community. 

Another feature of the bill which 
should prove invaluable in aid of ad- 
ministration is found in Section 23 (a) 
to the following effect: That a person 
alleged to be indebted to the insolvent 
estate in a specified amount may be or- 
dered to appear in court for examina- 
tion concerning such indebtedness, and 
if such person after being personally 
served with a subpoena and notice of the 
purpose of the examination and the ef- 
fect of an admission of such indebted- 
ness, shall upon such examination ad- 
mit his indebtedness to the estate under 
oath, a judgment may be entered in the 
United States District Court in favor 
of the trustee, and against such debtor 
in the amount so admitted to be due, 
and an execution on such judgment may 
be issued to the United States marshal. 

The foregoing provision is intended 
to assist the trustee in realizing on the 
accounts receivable of the estate, failure 
to collect which have long been one of 
the chief causes of loss in bankruptcy 
and insolvency liquidations. While good 
as far as it goes, the question may be 
fairly asked of the draftsmen of the 
bill, why, if such debtor shall fail to ap- 
pear in response to the subpoena and 
notice, judgment might not then also be 
entered against him. 

Among the important innovations 
proposed is that any person may file a 
petition, or in an involuntary proceed- 
ing, before adjudication, an answer, 
stating that he is insolvent and unable 
to pay his debts as they mature, and 
that he desires to offer a proposal for a 
composition or an extension of time to 
pay his debts (Section 73). Upon the 
filing of such petition or answer no ad- 
judication in bankruptcy shall be en- 
tered except for failure to comply with 
the orders of the Court; or failure to 
apply for confirmation of the proposal 
within the time fixed therefor; or if 


confirmation has been denied; or for 
any reason which would be a bar to a 
discharge, or, where an involuntary pe- 
tition has been filed against him, for 
failure to give such indemnity as the 
Court may direct. 

Such composition or extension pro- 
posal must be accepted by a majority 
in number and amount of the creditors, 
and must be confirmed by the Court 
if satisfied (1) that the proposal is for 
the best interests of creditors; (2) the 
debtor has not been guilty of any of the 
acts which would bar a discharge; and 
(3) the offer and acceptance are in good 
faith and honestly made and procured. 

So then, the rigid provisions of the 
existing law are relaxed and exten- 
sion agreements may, under the 
above provisions of the bill, be con- 
sumated with the sanction and under 
the protection of the law, without the 
unanimous consent of creditors now 
necessary in common law proceedings. 
The advantages of the suggested pro- 
cedure are obvious, but creditors, it is 
submitted must, if this provision be- 
comes law, be on the alert to prevent 
abuses which may be sanctioned by a 
legal majority. That the proponents of 
the amendment are aware of this danger 
is evidenced by the requirement that 
the debtor may be examined by his 
creditors, and must be examined by the 
Examiner (hereinafter mentioned) be- 
fore the proposal can be confirmed. 


Other important additions to the law 
are to be found in Sections 75 and 76, 
the former providing for the amortiza- 
tion of his debts by a wage earner with- 
out adjudication in bankruptcy; and 
the latter establishing procedure and 
machinery for corporate reorganizations 
under the bankruptcy law in place of 
the more costly and less satisfactory 
procedure in equity. 


To carry into effect the theory of 
the authors of the bill that the public 
has an interest in the administration of 
the bankruptcy law separate and dis- 
tinct from that of creditors, the bill sets 
up an elaborate system of supervision 
of administration by “Administrators” 

(Continued on page 45) 
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Government business and 


Has business the leadership to chart its own course or 


must it turn more and more to government as a guide? 


by DAVID A. WEIR, Assistant Executive Manager, N. A. C. M. 


You, Mr. Average Citizen, have 
been sentenced by the govern- 
ment to seven weeks of hard 
labor each year for several years 
past—with no time off for good be- 
havior! As a matter of fact, if you 
are industrious and thrifty enough to 
own your own home and to have an 
automobile and other comforts for your 
family, and to work a little harder in 
order to increase your income—if you 
are that kind of a citizen, the sentence 
was increased. This is another way of 
saying that the tax bill of our various 
governments, Federal, state and local, 
has for several years past been an 
amount equal to one-eighth to one-sixth 
of our national income. This year, in 
spite of some retrenchment, the aver- 
age family will, at a conservative esti- 
mate, be called upon to pay more than 
$400 for the support of our Federal, 
state and local governments. 

It is fitting, therefore, at a time when 
business is forced to pursue a policy of 
rigid retrenchment, that we should give 
special consideration to the likelihood of 
there being a comparable retrenchment 
in the cost of government. In times of 
distress the business man must do one 
of two things—either retrench or close 
the doors. The Alternative for govern- 
ments is a different one—they must 
either retrench or call upon the tax- 
payers to squeeze their pocketbooks a 
little harder. The very fact that this 
difference exists between the alternative 
which business men face and that which 
government faces is one of the potent 
reasons for the difficulty involved in se- 
curing the application of business prin- 
ciples to government. 

By the very nature of popular gov- 
ernment, it is difficult to secure the ap- 
plication of such business principles. 
The politician and office-holder, regard- 
less of how conscientious they may be, 
usually find that the urge to save money 
is more than offset by the urge to spend 
money. Votes are secured by the con- 
ferring of political favors, whether those 
favors be in the form of jobs given 


to faithful partisans, the securing of 
appropriations for new buildings in the 
home territory, or whether they are 
presented in some other guise. The cry 
for economy in government is too fre- 
quently disorganized and spasmodic, 
whereas the call for expenditure is per- 
sistent and constant. It is so much 
easier, and usually more productive of 
votes, for the office-holder, to add a 
thousand men to the public payroll 
than it is to take off ten men after the 
jobs have once been created. 

A policy of saving by the govern- 
ment may be good business, but unfor- 
tunately a policy of spending is more 
likely to be good politics. This is one 
of the chief reasons why our expendi- 
tures have continued to mount steadily 
over a period of years. Even though the 
cry for retrenchment during this period 
of business difficulty may be instrumen- 
tal in bringing about some reduction in 
the cost of government, it is not likely 
that this reduction will be a permanent 
thing until such time as citizens make 
a policy of saving money more advan- 
tageous politically than a policy of 
spending is. 

At the present time some curtailment 
of governmental expense has been put 
into effect and other curtailment is be- 
ing discussed. However, it is of some 
significance that an even greater amount 


of discussion involves the search for new ° 


sources of taxation. Instead of persist- 
ent concentration upon a businesslike 
policy of rigid reduction in expenditure, 
the search is on for new or newly re- 
vived forms to be added to our “system 
of taxation.” 

The very name “taxation system,” as 
applied to our method of financing gov- 
ernment, is a misnomer. A taxation 
system is one of the rarest things in the 
world. The term “system” should im- 
ply a tested and co-ordinated merchan- 
ism, each part of which is sound, to- 
gether with smooth and frictionless 
correlation of the various parts. Our 
so-called taxation system in this and 
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other countries has consisted very large- 
ly of shooting at the dollar which raises 
its head a little higher than its neigh- 
bors. 

As this is being written, the sales tax 
proposal is under consideration by Con- 
gress. Whether or not this particular 
measure is passed, reference to such a 
form of taxation is pertinent; for the 
agitation directed towards such enact- 
ments by Congress and by state legis- 
latures has been mounting steadily for 
a number of years. 

It may be true, as we have been told 
so frequently, that a tax of this nature 
is a necessity for the “preservation of 
our public credit.” It is significant, 
however, that the main arguments ad- 
vanced for the general sales tax are these 
three: 


First—the dire need for funds. 


Second—the fact that if it is not 
passed, it will be necessary to enact even 
more undesirable forms of taxation. 

Third—the comparative simplicity 
and ease of collection of such a tax. In 
other words, the government must have 
more money and the sales dollar pre- 
sents an easy target. 

Entirely aside from the questionable 
wisdom of placing an added burden 
upon the already great difficulty of mak- 
ing sales, the fairness of such a tax is 
not apparent. If a general sales tax is 
shifted to the consumer, it can be justi- 
fied only upon the assumption that the 
amount which a man spends is an in- 
dex of his tax-paying ability. This as- 
sumption is unsound; for a man with no 
dependents and who lives with reason- 
able comfort upon $2,000 per year may 
have more tax-paying ability than does 
another man with dependents who 
spends $4,000 per year. What, there- 
fore, is the justification for imposing a 
tax twice as great upon the latter? 

If the manufacturer bears the tax 
there is still an obvious unfairness; for 
the justification here must be that sales 
volume is an accurate index of business 
prosperity. This is clearly untrue. In 
businesses where the rate of turnover is 
high and the profit per sale low, a heavy 
tax will be paid; for the sales volume of 
such a business will naturally be high. 
In a business where the rate of turnover 
is low with net profit per sale high, the 
tax will be low. Net profit rather than 
sales volume is the standard of business 
progress. Why then tax general sales 
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unless we are looking only for the easiest 
way? 

The argument advanced many times 
for a state or Federal government gen- 
eral sales tax has been that it is not as 
undesirable as are certain other forms 
of taxation—that if it should not be 
adopted, some other more unsatisfactory 
kind of tax would have to be imposed. 
Such argument is highly illuminating; 
for it serves as still another illustration 
of the essentially unbusinesslike basis 
upon which the financial affairs of gov- 
ernment rest. At a time when business 
must retrench, government seeks new 
sources of income even though the new 
tax forms are unsound both from the 
standpoint of business policy and of fair 
practice. 


The primary point involved here is 
not whether the present emergency sit- 
uation demands the enactment either of 
a general sales tax or of some even less 
desirable form of tax. So many men of 
ability in public life have assured us 
of the necessity for some such enact- 
ment that we can not rightfully ques- 
tion their sincerity. The important 
consideration for our purpose here lies 
in the fact that the measures deemed 
necessary for meeting a governmental 
financial emergency are so different 
from the ways in which similar emer- 
gencies have had to be met in private 
business. 

Let, us be fair enough to grant that 
it may be impossible, because of the 
necessary political nature of govern- 
ment, to bring about as rapid and sub- 
stantial a reduction in expenditures as 
can be accomplished by a private busi- 
ness. Let us assume that most of our 
public office-holders may compare favor- 
ably with most business men in sincerity 
and in ability. This is a question which 
involves something much deeper than a 
matter of personalities or of political 
parties. 

In talking glibly of applying business 
principles fully to the conduct of gov- 
ernment, we often overlook the fact 
that as long as it is better politics to 
spend money than it is to save money, 
as long as the so-called taxation system 
is built largely upon the premise of the 
most painless extraction possible of the 


greatest number of dollars possible, as. 


long as human nature remains as it is 
and as long as political favor must be 
built upon the foundation of that hu- 





man nature, just that long will we be 
pursuing an idle fantasy in seeking to 
conduct a government upon the basis of 
completely sound business principles. An 
essential principle of successful busi- 
ness is the ability to bring about quick 
and effective retrenchment measures 
when financial stringency arises. If 
past experience means anything, it 
seems apparent that this essential busi- 
ness principle is not to any considerable 
degree applicable to government. 

In as much as it is true that govern- 
ment by its very nature is not adapted 
to the conduct of public business upon 
the same plane of operation as is neces- 
sary in successful private business con- 
duct, it is not surprising that business 
men have urged a policy of limited in- 
terference of government with business 
There is something incongruous about 
having an agency which is not adapted 
to the conduct_of its own financial op- 
erations in a business-like way influenc- 
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usiness 





Cartoon by Marcus, courtesy New York Times. 


ing unduly the business operations of 
others; and yet business men have not 
been at all consistent in the plea that 
the government should -not interfere 
with private business. Too often: busi- 
ness has insisted that there should be a 
minimum of government regulation but 
a maximum of government assistance. 
The trying times through which we 
have been passing during the past two 
years and more have given a very de- 
cided impetus to this call upon the gov- 
ernment for help. It is not my inten- 
tion here to criticize in any way what 
has been done by the government to- 
wards the restoration of business and 
financial stability. Under the circum- 
stances which have existed and which do 
exist, it is likely that many and possibly 
all of these steps taken will be decidedly 
helpful. It is my intention to suggest 
very emphatically that there is some- 
thing inconsistent in the fact! that busi- 
(Continued on page 45) 
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and collections in Latin-America 


quarter that Mexico has shown a gain, 
and from the bottom of the list in the 
third quarter of 1931, it has now moved 
to the head of the countries in this clas- 
sification. For the first time, Chile is 
now found at the bottom of the list. 

While credit conditions in general in 
these countries are classified as Very 
Poor as indicated by the index figure, 
nevertheless, there are signs of improve- 
ment, which if maintained will bring 
a higher classification in the next sur- 
vey. , 

In regard to collections, the difficul- 
ties of obtaining exchange still exist in 
many of the Latin American countries. 
There has, however, been considerable 
easement in this situation, and in some 
cases the stringent prohibitions have 
been somewhat relieved at least for cur- 
rent transactions, although there are still 
such countries as Chile in which collec- 
tion returns are decidedly limited by 
governmental regulations. In other 
cases, where strict prohibitions do not 
exist, the limited amount of foreign ex- 
change available in these countries 
makes the payment of any but current 
transactions difficult, if not practically 
impossible, at least at a reasonable rate. 

As is usually the case with any strict 
regulations, the pressure of demand has 
brought about what might be termed 
as “bootleg” exchange transactions, as 
a means of bringing some funds out of 
various countries at high rates through 
roundabout sources. 

Present indications are that the ex- 
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change situation will gradually continue 
to better itself as the effects of drastic 
curtailment during 1931 relieve the de- 
mand from the exchange market. Many 
of these exchange restrictions were 
placed in effect to limit imports, and 
they will continue to retard the rapid 
growth of such business. On the other 
hand, the moratoria, suspensions on 
bonded indebtedness, debt service, and 
matters of this kind, leave more ex- 
change available for current transac- 
tions of an essential nature. Frozen-in 
balances which have accumulated on old 
obligations will probably have to be held 
abroad in one form or another, either 
as bank deposits or investments in for- 
eign countries until some means is found 
for relief. With such concerns as re- 
quire foreign exchange in current trans- 
actions for the settlement of obligations, 
part of these balances can gradually be 
used, thereby reducing the backed-up 
demand on the exchange permits. There 
seems little likelihood to expect any im- 
mediate movement of sizeable amounts 
other than for current business on 
which permits for exchange can be ob- 
tained. 

The classifications on the collection 
index shows that Porto Rico has picked 
up more than the loss at the close of 
the last quarter of 1931, and Panama 
while showing a slight decline is still 
rated as Prompt. In the group of coun- 
tries in which collections are reported 
as Fairly Prompt, improvement has been 
shown in the case of Argentina, Mexico, 


DOMINICAN 


and Venezuela, with Argentina moving 
to the head of this group. In Brazil, 
collections have shown improvement 
and reports indicate that this country 
warrants moving up from the Very 
Slow classification: to that of Slow. In 
the countries classified as Very Slow, on 
collections, some improvement has been 
shown by Uruguay, Colombia and Bo- 
livia. In Uruguay attention is being 
given to fulfilling the obligations of 
partial payments under the moratorium 
arrangements, rather than to current 
transactions. Practically no change is 
indicated in Cuba or Honduras, but de- 
clines in the collection index are indi- 
cated for Nicaragua and Chile, the lat- 
ter country showing the lowest classi- 
fication due to the strict regulations 
which permit only 4% return every two 
months. 

Some thought and attention has been 
given to the question of purchase of 
raw materials in these countries with 
frozen-in exchange, but as yet no effec- 
tive method of any general nature has 
been worked out, although study is still 
being given to the problem. However, 
it is quite likely that this will not prove 


(Continued on page 45) 


Collection conditions in twenty- 
one Latin-American’ countries at 
five different periods. The scale 
numbers are based on the percent- 
age of reports of prompt collections 


for each country during each sur- 
vey. 
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Current survey of credit conditions 


@ by W.S. SWINGLE, director 
of the Foreign Department and 
the Foreign Credit Interchange 
Bureau of the National Associa- 
tion of Credit Men. 


In the first quarter of 1932 the sur- 
vey of credit. and collection con- 

\y ditions in twenty-one Latin Ameri- 

can markets shows an improvement 
at some points. This survey is the 14th 
quarterly survey compiled from the 
opinions of members of the Foreign 
Credit Interchange Bureau of the Na- 
tional Association of Credit Men in the 
month of March, 1932. 

In the closing quarter of 1931 the 
unfavorable trend, which had been ex- 
perienced over many months previously, 
continued downward, and in practically 
every country, credit conditions were 
considered as more unfavorable than 
previously. At that time, none of the 
countries showed an improvement in 
classification, and eighteen out of the 
twenty-one countries surveyed showed 
a decline. 

There has been a slight turn for the 
better in several important Latin Ameri- 
can markets in the first quarter of this 
year, with twelve countries showing an 


Credit conditions in twenty-one 
Latin-American countries scaled on 
the basis of the credit condition in- 
dex figures which express mathema- 
tically the combined opinions of in- 
dividual reports on each country. 


improvement in the credit index, and 
declines in nine cases. While the im- 
provement in the index figures in some 
cases is slight and does not warrant an 
improved general classification, never- 
theless it is quite possible that drastic 
measures which have been in force dur- 
ing the past months may be bringing 
about results, and that a recovery in 
credit conditions in this territory may 
be more rapid than has been felt would 
be the case. 

Political disturbances have not shown 
themselves to any marked extent since 
the first of the year and in fact, in some 
countries such as Argentina this phase 
of the situation looks better than it has 
for some time past. 

Lack of demand for raw materials on 
which Latin American countries must 
depend for a large part of their income 
still exists, and the over-borrowed posi- 
tion of many countries will continue to 
be a deterrent to new loans. One of 
the most serious problems affecting busi- 
ness relations between these countries 
and the United States at the present 
time is the tieing up of foreign cur- 
rency deposits in these markets, either 
due to strict exchange control condi- 
tions, or to difficulty in obtaining suf- 
ficient exchange to bring the funds out 
of the country. Considerable thought is 
being given to some means of bringing 
about an easement of this situation. 
Some suggestions have been made that 
help might be secured through the Re- 
construction Finance Corporation if 
foreign currency deposits could be ac- 
cepted as security against advances. In 





other quarters, suggestions have been 
made for the formation of some financ- 
ing body which could use these cur- 
rency deposits as a foundation for the 
issue of long term notes or debentures 
which would at least permit a transfer 
of part of the amount now frozen in. 

There are, of course, numerous difh- 
culties to be overcome in a practical 
solution of such a problem, among 
which would be the rate at which pres- 
ent foreign currency deposits would be 
considered, and further, the fact that 
until trade conditions change, current 
advances would merely mean a tempo- 
rary relief and would not offer a final 
solution to the problem. 

By referring to the accompanying 
chart, it will be noted that Porto Rico 
has shown some improvement and has 
moved up to a general classification of 
Fairly Good. Conditions in Argentina 
would indicate a pick-up of the loss 
shown in the previous survey, and this 
country now returns to the position held 
at the close of the third quarter of 
1931. A large majority of the countries 
continue to be classified as Very Poor 
as far as credit conditions are concerned, 
and although all of the countries in this 
classification still retain the same gen- 
eral classification as they did in the sur- 
vey of December, 1931, there have 
nevertheless been relative changes with- 
in the group, with Mexico, Brazil, Do- 
minican Republic, Colombia and Bolivia 
showing an improvement in the index 
figure, and declines being shown for 
such countries as Salvador, Haiti, Nica- 
ragua and Chile. This is the second 
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such proportions as to endanger the en- 
tire business area. Several buildings 
quickly became masses of flames. A 
high wind was blowing and the fire 
seemed to be beyond control. For- 
tunately, however, the flames encoun- 
tered a well constructed standard fire 
wall in a building which lay in their 
path. This wall supplied a perfect fire 
stop and enabled the firemen to check 
their spread. Fire walls must be so 
constructed as to resist the most intense 
heat for a satisfactory length of time. 
As a result of tests made by the Under- 
writers’ Laboratories, various specific re- 
quirements have been developed for 
their construction. 

The value of automatic sprinkler 
equipment is well understood by busi- 
ness men since it is regarded as one of 
the best safeguards for individual prop- 
erty. Original installation, however, is 
rot enough because this system should 
have constant inspection and _ super- 
visory service in order to be available 
when required. 

Too much cannot be said as to gen- 
eral housekeeping. conditions. A study 
of the large fire losses has demonstrated 
the fact that more than 80 per cent of 
them might have been avoided. In 
many instances their origin was due to 
poor housekeeping or lack of satisfac- 
tory watchman’s service. Fire losses 
increase over 35 per cent during the 
night when the structure is generally 
unoccupied with only a night watch- 
man in charge. This watchman is all 
that stands between credit investment 
in property values and destruction by 
fire. Too often the watchman is a 
superannuated employee whose engage- 
ment is regarded as a substitute for a 
pension. This is a dangerous fallacy. 
The night watchman is a very impor- 
tant employee and should be chosen not 
by reason of age but only because of 
obvious fitness for the position. 

Among the features of city fire pro- 
tection, the automatic fire alarm service 
is that of first importance. One minute 
at the beginning of a fire is worth two 
hours and a half after it is well under 
way. Therefore, the alarm ought to be 
given in the office of the fire department 
at the earliest possible moment. This 
alarm service is really the nerve system 
of the fire protection of the city and 
must be so shielded as to be preserved 
from injury during a conflagration. 
The headquarters should be isolated in 
a structure of fire-resistive material and 
its wiring system should be under- 
ground. There should be a sufficient 
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Governor Urges United Efforts 
To Reduce Loss Caused by Fire 





Governor Roosevelt has appeal- 
ed for concerted effort toward fire 


prevention as a means of aiding in 
economic recovery. 


“In accordance with a public 
statement just issued by the Unit- 
ed States Secretary of Commerce 
and with resolutions passed by the 
National Association af Credif Men 


Rolph Makes Plea 


For Fire Prevention 


An appeal to Californians to reduce 
the state’s 1932 fire loss was made 
yesterday by Governor Rolph, who 
stressed the fact that industrial fires 
increase the number of unemployed 
and dwelling fires add to the number 
of homeless. 

The public statement followed 
similar ones by Robert P. Lamont, 
secretary of commerce, and the Na- 
tional Association of Credit Men, who 


KING URGES STEPS 
TO REDUCE FIRE 
LOSSES IN STATE 


BATON ROUGE, La., Feb. 20.— 
Alvin O. King as governor. today 
issued @ statement urging all citi- 
zens to co-operate in reducing fire 
losses over the state in 1932. 

King said his appeal supple- 
mented a statement by the United 
States department of commerce, 
and resolutions by the National 
Assocaition of Credit Men 











Reduction of waste by fire in 
1932 is urged by Governor Seligman 
in an appeal to the people of the 
state which follows: 

In accordance with a public state- 
ment just issued by the United 
States secretary of commerce and 
with resolutions passed by the Na- 
tional Association of Credit Men 


GOVERNOR URGES REDUCTION 
OF WASTE BY FIRE FIEND 





FIRE LOSSES IN 1930 
ROSE TO $465,000,000 


Ten Per Cent Above That of 1929 
in Country—Five Fires Did Over 
$1,000,000 Damage Each. 


BOSTON, Jan. 11.—The total loss 
in the United States by fire in 1930 
is estimated as greater than the 1929 
loss, but there were only five fires 
which caused damage exceeding $1,- 
000,000 last year, as compared with 
fifteen in 1929 and twenty in 1928, 
according to a survey by the Na- 
tional Fire Protection Association, 
the professional society of fire pro- 
tection engineers, made public hére 
today. 

Preliminary estimates on the basis 
of reports to insurance companies 
place the 1930 fire loss at $465,000,- 
000, about 10 per cent greater than 
in 1929. In view of reduced com- 
modity costs during last year, the 
asséciation states that it is likely 
that the actual comparative loss in 
burned property, especially stocks 
and merchandise, may be consid- 
erably greater than indicated by the 
Ag ietive fires throughout the 
country involved losses of more than 
$250,000 each. 





An appeal to the citizens of Michi- 
gan to make the year one of marked 
reduction in fire losses was issued 
Saturday by Gov. Wilber M. Bruck- 
er in accotdance with a. public state- 
ment issued by Robert P. Lamont, 
secretary of commerce, and with res- 
olutions passed by the National Asso- 
ciation of Credit Men and other na- 


@ iN. A. C. M.’s fire loss campaign gains wide support 


number of boxes to be easily available. 
A flagrant example of inadequate fire 
alarm service was found in a city of 
35,000 population where there were two 
fire alarm circuits. One of these, sup- 
plying the downtown section had over- 
head wires that either passed along the 
edges of buildings of very inferior con- 
struction or directly through them. 
One wire passed under the eaves of a 
lumber company building, through the 
second story of a garage, over and 
through a hotel, and from thence to 
one of the largest school buildings in 
the city. A fire in any one of these 
buildings would have put the entire cir- 
cuit out of business. The headquarters 
was found to be opening into a garage. 
Water supply always has a direct 
bearing on fire protection. Adequate 
pressures and sufficient reserves are 
necessary. The distribution of the sys- 
tem also is of great importance. The 
size of pipe must be adequate for the 
delivery of continuous pressure. 


In recent years there has been much 
activity in many states among the fire 
departments for a greater degree of ef- 
ficiency in the use of fire apparatus. In 
more than thirty states firemen’s schools 
have been instituted in connection with 
the state universities. Well qualified 
instructors are supplied to explain the 
best methods of fighting fires and the 
use of all apparatus in increasing ef- 
ficiency. These schools are attended by 
one or more men from each department 
in the state, and these, in turn, relay 
the information obtained to the firemen 
of their home city. In some instances, 
sufficient importance is not laid upon 
securing attendance at this school. 
Credit men properly can use their in- 
fluence in emphasizing the necessity of 
taking advantage of such courses of 
training. 

The solution of the entire fire waste 
problem is largely one of arousing and 
of educating. The establishment of a 

(Continued on page 44) 
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Firing fire 


@ A well-tested program to prevent 


destruction of the physical and moral 


resources of business by fire 


by T. ALFRED FLEMING, Supervisor, Conservation 
Dept., National Board of Fire Underwriters 


The traditional interest of credit 
Fo in fire prevention is justified 
Wu from more than one viewpoint. If 
the destruction of material resources 
impairs the physical basis of credits, it 
also is no less true that the factor of 
character is involved in an unmistakable 
way. Speaking in general, fire losses 
occur where burnable conditions are 
permitted to exist. Fires so often tell a 
story of “bad housekeeping,” lax dis- 
cipline, disregard of fundamental pre- 
cautions and neglect of the frequent 
inspections which should take place in 
every institution, that they may well 
be regarded as implying some lack of 
business efficiency. 

All experience shows that most fires 
are preventable. Time after time the 
engineers of the National Board of Fire 
Underwriters, in their city surveys of 
conflagration hazard, have called atten- 
tion to particularly dangerous locations 
and have shown the means of correct- 
ing their defects. Disregard of such 
warnings has more than once been fol- 
lowed by serious fires. One need not be 
a prophet to say that tomorrow, next 
day and on every succeeding day there 
will occur many fires that are inevitable 
but unnecessary—a paradox which bears 
directly upon credit worthiness. 

However, I have been asked for a 
practical and concrete discussion of fire 
causes and the way in which they may 
be obviated, especially in industrial 
structures. Fortunately, this is a mat- 
ter of well-tested methods. 

In a survey recently made of large 
fires in the United States it was found 
that while these fires constituted only 
about one per cent of the total num- 
ber for the year, they caused more than 
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sixty per cent of the annual fire loss. 
They were found to have occurred in 
the congested business areas of the dif- 
ferent cities or in large manufacturing 
plants adjoining. The large amount of 
loss of each fire was occasioned by lack 
of satisfactory fire protection, poor type 
of business construction, inadequate 
protection between building structures 
and poor housekeeping. 

Protection against fire, especially in 
the downtown, high value business areas 
of towns and cities, has thus a very 
definite bearing on the appraisal of 
credit. In addition to this, the hazards 
of the individual structure, housing the 
business on which credit is requested, 
must be considered. 

Insurance Coverage in sufficient 
amounts in companies with sound capi- 
tal and reserves is the only one of the 
“four C’s of credit” which remains 
after fire tragedy. Character, Capital 
and Capacity lose much of their weight 
when the fire occurs. For this reason 
serious thought should be given not 
only to the insurance carried but also 
to the features of building construction, 
to the fire-stops which may prevent 
conflagration and to the protection af- 
forded by the city to those areas in 
which credit rating is considered. 

Thus, credit managers might find 
great value in a careful study of the 
most recent engineering survey of the 
city in which they have interest. Such 
reports are made by the National Board 
of Fire Underwriters on cities of 25,000 
and over, while smaller cities are ren- 
dered similar service by State Rating 
Offices. These surveys usually are on 
file in the office of the Mayor or City 
Manager; they summarize an efficiency 
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estimate of the protection afforded by 
the fire department, water supply, fire 
alarm service, building construction and 
conflagration areas. 

Fire-stops, such as wide streets, stand- 
ard fire walls, fire-resistant buildings, 
installation of automatic sprinklers and 
protection of windows and other open- 
ings from fire exposure, are, of course 
particularly valuable from the stand- 
point of safety. Their fire prevention 
function consists in preventing small 
fires from spreading into great ones. 

But credit consideration is apt to in- 
volve individual properties in which the 
construction of some building is of 
great importance. This building may 
be fire-resistant, sprinklered, and its ex- 
posures may be protected by wire glass, 
set in metal frames or other standard 
window protection, in which case it 
approaches the physically ideal. The 
larger number of structures, however, 
are of an inferior type; they are sub- 
ject to fire dangers both from within 
and without. 

One of the outstanding contributory 
factors to large property and business 
fire losses is open stairways, elevator 
shafts, and such similar openings. More 
than fifty per cent of all fires originate 
in basements where heating plants are 
located and where packing materials are 
so often and so unwisely stored. Many 
times the elevator shaft and the stair- 
ways constitute a series of flues which 
spread the fire on every floor of the 
building until the entire structure is in 
flames, endangering the lives of em- 
ployees as well as the goods in storage 
or on sale. If these vertical openings 
were enclosed with standard fire-resis- 
tant construction, having doors at the 
necessary points, the fire could not 
spread through the entire building. Even 
though the flames and smoke might fill 
these vertical openings to the roof, the 
fire would be confined within them. 
By providing ventilation at the top of 
the building and fighting the fire in. 
the basement the structure usually 
would be saved and a possible conflagra- 
tion averted. 

No building is any safer than the 
combustibility of its contents, the na- 
ture of the property endangering it 
from the outside, or the type of gen- 
eral housekeeping employed within. 

The importance of standard fire walls 
between business blocks has been dem- 
onstrated so often that I need only to 
refer to it. Recently, in a city of 
40,000, fire originated from poor house- 
keeping conditions and soon assumed 





head is by losing one’s head 

quickly. If you have ever been 

in a motor mishap you appreci- 
ate the excellence of coolness and 
control. Hot haste is attractive— 
in novels and screen plays. The im- 
petuous D’Artagnan technique has its 
drawbacks in _ business. Impulses, 
hunches and inspirations are not, gen- 
erally speaking, a sound foundation on 
which to build an organization. Nor is 
panic a good counsellor for successful 
management. Yet the factors of im- 
pulse, prejudice and fear have had a 
pronounced influence on office manage- 
ment policy during these depressed 
days. Alarmed at falling sales and 
mounting overhead, management has 
wielded the axe on administrative em- 
ployees. 

Wholesale dismissals and radical wage 
reductions are the remedies which, de- 
spite proud public protests, have been 
most widely used. The result has been 
disorganization and panic. For the fear 
of insecurity has so paralyzed even those 
employees who continue working that 
their buying has been greatly curtailed, 
thus adding to the complexity of the 
general situation. 

Likewise, the office (step-child of 
business in its palmiest days) becomes 
even more disrupted. When a more 
normal volume of commerce returns 
hasty additions to depleted staffs will 
be made; new wastes and an even 
greater proportional overhead will de- 
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Casting out devils 


a One does not counteract evils in office man- 


agement with a single stroke, a la St. George. 


a’ There is no single dragon to be spectacularly slain. 


a’ There are, rather, a hundred devils eating up profits.” 


by H. P. PRESTON, 


Office Management Expert and Consultant. 


velop. “What,” asks the hard-boiled, 
practical man, “is the solution?”— 
which is a characteristic question of the 
too practical mind. It looks for the 
answer—when there is no such thing. 
One does not counteract evils in office 
management with a single, heroic stroke, 
4 la St. George. In the first place there 
is no single dragon to be spectacularly 
slain. There are, rather, a hundred 
quiet little devils eating up profits and 
perhaps so individually insignificant as 
tc be unnoticeable except under the 
magnifying glass of a planned policy. 

Readers seeking panaceas should go no 
further. I don’t belicve there is any 
such animal. I do believe, and investi- 
gation has confirmed this, that there is 
a common sense policy of office man- 
agement which can be successfully ap- 
plied during depressed conditions. What 
follows is the outline of such a policy, 
the principles embodied, in whole or in 
part, by those few firms which are pro- 
gressive enough to see the hill beyond 
the valley. 

One of the first problems that man- 
agement encounters when business slides 
down the graph is personnel. What 
shall be done with this order depart- 
ment when there are not enough orders 
to keep it reasonably busy half of the 
day? One can, of course, summarily 
dismiss half of one’s staff, basing such 
dismissals on seniority of service, names 
drawn from a hat, efficiency, color of 
hair or any other reason or whim that 
occurs to one. This is perhaps the 
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worst, if most popular, way of handling 
this problem. 

Another plan is to stagger the work. 
If 50% volume is maintained, keep the 
full staff and divide it into two shifts, 
letting each division work only half the 
week. This plan, while a step ahead of 
wholesale dismissal, has obvious disad- 
vantages, notable among which is fixing 
the responsibility for errors. The plan 
is, on the whole, disruptive. 

A third plan, and one which seems 
to be most reasonable and just is the 
maintainance of a full force at wages 
in accordance with income and perhaps 
some adjustment of hours to take up 
an excess of slack. This plan keeps the 
entire force busy for a full week, with 
perhaps an hour lopped off each day— 
say 30 minutes more for lunch and 30 
minutes earlier closing. 

Working full time has a profound 
psychological effect that. more than 
overcomes even a drastic salary reduc- 
tion. Since the entire force is kept 
busy there is no disruption of morale. 

Assuming that this plan is carried 
through and the entire force maintained 
at a 60% salary level, what is to be 
done with the slack time represented by 
the decrease in office activities? If em- 
ployees come to work, there must be 
work for them to do. Otherwise the 
office assumes the ghastly atmosphere 
which comes when people try to appear 
busy, fearing that some one will notice 
how really unnecessary they are. 

In reality, the margin of time will 
not be tremendous. Detail work main- 








tains a healthy volume even in times of 
depression. While net business may be 
off as much as 50%, the number of 
orders and consequent detail, will not 
be reduced in anything like this pro- 
portion. There will, however, be some 
“left over” hours. 

The best employment that can be 
found for such waste is in the improve- 
ment of office methods and routine. The 
specific tasks to be undertaken depend 
upon the particular office. But in any 
office there is always a certain amount 
of necessary work that is neglected dur- 
ing normal times. There is always work 
that can be done in a more efficient 
manner. The one outstanding asset 
of a depression is the time it affords for 
reflection and study. This time can be 
advantageously used in getting the of- 
fice ready to function in a smooth man- 
ner when business emerges from its 
slough of despond. 

Probably a profitable beginning could 
be made with the general files. Index- 
ing and filing is not an unusually com- 
plicated task, yet I doubt if there is 
any one office function more carelessly 
performed than this. Methods of find- 


ing and filing general matter can be. 


studied for improvement. “Buried” 
prospects can be dug out of almost any 
general file. Names will be found which 
should be on a mailing list. Contacts 
will sometimes be discovered which were 
not thoroughly followed up. In fact, 
it is no exaggeration to say that many 
files contain precious business building 
material. I have, on several occasions, 
found excellent ideas for increasing 
business by the simple expedient of go- 
ing carefully through a company’s files. 


Methods of doing individual jobs can 
be studied. Job performance standards 
can be adopted. An analysis of indi- 
vidual employee equipment can be made. 
A complete inventory of office equip- 
ment can be made at this time. Ob- 
vious? Certainly—but overlooked in 
the majority of offices. A quiet time 
is an ideal period for simplifying and 
standardizing practise and procedure in 
many departments. All of this work is 
necessary and, well done, will more 
than repay the time and effort it re- 
quires. 
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A careful study of the quality and 
production of correspondence is a worth 
while task during quiet times. If trained 
correspondents are employed they can 
supervise this work. Business corre- 
spondence is, even today, inept and ver- 
bose. Clear, fresh phraseology that goes 
directly to the point; correct punctua- 
tion and correct placement on the let- 
terhead—these are requirements that 
every business letter should meet. Mar- 
ginal time can be well employed in 
meeting higher and better letter stand- 
ards. 

As one random instance of the profit- 
able use of slack time, an industrial 
company had otherwise idle girls go 
through the general files and collect all 
adjustment correspondence with cus- 
tomers for a period of two years. From 
this data the company was enabled to 
revise its methods of adjusting claims 
so that less correspondence was neces- 
sary and quicker customer satisfaction 
secured. Many companies use slack 
periods for installing new systems and 
methods which, introduced in busy sea- 
sons, would somewhat interfere with 
the flow of routine. 

The. work of checking up and an- 
alyzing departmental performance can, 
for instance, be undertaken with greater 
ease during such a period. This work 
usually involves the compilation, check- 
ing and analysis of a variety of data. In 
rush times this would place a heavy 
extra burden on the normal force. Yet 
there is no better way of utilizing the 
spare time of office employees in dull 
periods. Not only will such research 
work produce good results, often reveal- 
ing amazing facts, but it may discover 
for you hitherto unsuspected ability and 
resourcefulness among your employees. 
As an instance of this type of work, a 
credit department check-up can be 
made analyzing the production of this 
department, the relation of its collec- 
tion activities to actual collections, etc. 

Machine applications can best be 
studied in sub-normal times. If it 
seems anachronistic to study ways and 
means of doing more work with the 
same personnel when the immediate 
problem is an excessive staff, it should 
be remembered that To-Morrow begins 
To-Day. 

The office of to-morrow will be me- 
chanical. Machinery can and will re- 
place human labor in the performance 
of standard, repetitive tasks. We hear 

(Continued on page 36) 
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Nation-wide collection and sales conditions 


What they are at present 


The outlook for the near future 


CREDIT AND FINANCIAL MANAGE- 
MENT offers its regular monthly 

Mi survey of collections and _ sales 
conditions. It is based upon 
reports from large cities throughout 
the country that are trade centers 
for their surrounding areas. The re- 
ports are the results of the daily ex- 
perience of the leading wholesaling and 


manufacturing concerns operating from 
these trading centers. The two ques- 
tions “Are people buying?” and “Are 
they paying?” are perhaps the most di- 
rect and immediate reflection of daily 
business conditions in the country. 
These reports have been tabulated so 
that you may see at a glance how con- 
ditions are reported in various cities in 


each state, also what cities report a con- 


_ dition of “Good, Fair or Slow.” At the 


end of this summary you will find valu- 
able explanatory comments that have 
been sent in to CREDIT AND FINANCIAL 
MANAGEMENT. These additional com- 
ments may be pertinent to your inter- 
pretation of collection conditions and 
sales conditions in the cities listed. 








State City Collections Sales State City Collections Sales 
Ariz. Phoenix Slow Slow Minn Duluth Slow Slow 
Ark. Ft. Smith Fair Fair Minneapolis Slow Fair 

; St. Paul Fair Fair 
Cal. Los Angeles Fair Fair 
Oakland Fait Fair Mo. Kansas City Slow Slow 
San Francisco Fair Slow St. Louis Fair Fair 
Colo Denver Fair Fair Mont. Billings a Slow 
. : Great Falls Slow Fair 
Conn Bridgeport Slow Fair : : 
New Haven Slow Fair Helena Fair Fair 
Waterbury Slow Slow Neb. Lincoln Slow Slow 
Fla. Jacksonville Slow Slow Omaha Slow Slow 
Ga. Atlanta Fair Slow N. J. | Newark Sele Fair 
Macon Fair Fair N. Y. Albany Slow Slow 
Idaho | Boise Fair Fair Buffalo Peir Fair 
Elmira Fair Fair 
Ill. Peoria Slow Slow New York Fair Fair 
Rockford Slow Fair. Rochester Fair Fair 
Springfield Slow Fair Syracuse Fair Fair 
Ind. Evansville Slow Slow Utica Fair Fair 
Fr. Wayne Fair Cc. Charl Fair i 
Indianapolis Slow Slow a — ; ne 
South Bend Slow Slow No. Dak. | Fargo Fair Fair 
Terre Haute Fair Fair Grand Forks Fair Fair 
Towa Burlington Slow Slow Ohio Canton Slow ‘Slow 
Cedar Rapids Fair Slow Dayton Slow Fair 
Davenport Slow Slow Toledo Slow Slow 
Des Moines Slow Slow Youngstown Slow Slow 
Sioux City Slow Slow . : . 
. Okla. Oklahoma City Fair Fair 
Waterloo Slow Fair Tulsa ow Fair 
Kan. Wichita Fair Fair Sortlend Fai Fei 
ortian air air 
Ky. Lexington Fair Fair Cae 
Louisville Fair Fair Pa. Allentown Slow Slow 
Altoona Slow Slow 
La. Shr eveport Slow Slow Harrisburg Slow Fair 
Md. Baltimore Fair Fair Johnstown Slow Slow 
Bo Fai New Castle Slow Slow 
Mass. ane ed Slow Pittsburgh Fair Fair 
Springfield Fair Fair Tinleneoumn Slow Slaw 
Worcester Fair Slow Wilkes-Barre Slow Fair 
Mich. Detroit Slow Slow 
Flint Good Slow R. L Providence Slow Slow 
Grand Rapids Slow Slow . . 
Silene Fair Slow So.Dak. | Sioux Falls Fair Slow 
Kalamazoo Fair Fair — Chattanooga Slow Fair 
Lansing Slow Slow . Knoxville Slow Slow 
Saginaw Slow Slow Memphis Slow Slow 
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State 





Tex. Dallas 
El Paso 
Fort Worth 
San ‘Antonio 


Wichita Falls 


Bellingham 
Seattle 
Spokane 
Tacoma 


Charleston 
Clarksburg 
Parkersburg 
Wheeling 


Fond du Lac 
Green Bay 
Milwaukee 


Honolulu 


Utah Salt Lake City 


Va. Bristol 
Lynchburg Wis. 
Norfolk i 
Richmond 


Roanoke " 
Hawaii 





a Comments on collections and sales conditions « 


‘ARIZONA: Collections and sales in 
Phoenix are slow, due to the copper 
market which influences almost com- 
pletely the business of a fair part of this 
state for months, and at this time the 
outlook for the copper camps is very 
dark, unless there is a quick pick-up. 

CONNECTICUT: Bridgeport re- 
ports collections slow, but there is some 
improvement in sales. Buyers are more 
enthusiastic, but their purchases are 
small. Waterbury. reports the follow- 
ing: “Some slight improvement in or- 
ders to local manufacturers, but this 
does not nearly offset the increasing 
need of both skilled and unskilled labor 
in decreased reserve resources.” 

FLORIDA: Conditions in Jackson- 


MICHIGAN: There has been a 
noticeable slump in conditions in De- 
troit, but the public hope is pinned up- 
on the Ford Motor Company’s early 


‘opening. Flint reports the very good 


news that there has been a marked 
change in conditions from slow to good. 

MINNESOTA: For the first time 
in months, Duluth reports sales and col- 
lections are slow, but they do not feel 
discouraged inasmuch as this is their 
slow season. Minneapolis feels that a 
complete breaking down of agriculture 
is imminent, and that commodity prices 
must go up in order to see any marked 
improvement in conditions. There is 
evidence of activity on the part of some 
firms, principally national distributors— 


apparent preparation in anticipation of 
a marked improvement in sales, and 
there seems to be actual confidence 
where confidence has been lacking for 
a long time. 

NEBRASKA: The very unfavorable 
weather in Lincoln has contributed its 
share, together with low prices of farm 
products, in keeping down collections 
and sales. 

NEW YORK: New York reports 
sales and collections fair, with a slight 
pick-up in some sections. 

OKLAHOMA: Collections and sales 
are tightening up a bit in Oklahoma 
City. Tulsa reports a strong indica- 
tion of improvement in collections and 
sales. 


ville show no improve- 
ment since the first of the 
year. 


Changes since last month’s survey 


TENNESSEE: There 
has been a sudden falling 
off of collections in Chat- 


ILLINOIS: Due to State City Collections Sales tanooga, but a feeling of 
Rockford’s largest bank, California San Francisco Slow to Fair optimism prevails regard- 
Rockford National Bank, — Waterbury Fair to Slow ing sales. Knoxville re- 
failing, collections have Guietie ‘tiaitas oe ports that sales and col- 
been very slow, although Illinois Peoria wai lections are on the down- 
there is a slight pick-up in Rockford Slow to Fair grade. The excessive rains 
sales. Springfield Slow to Fair in Memphis have caused 

INDIANA: There ap- Towa Cedar Rapids Slow to Fair acute conditions in cer- 
pears to be a slight im- Massachusetts Worcester Good to Fair —‘Fair to Slow tain sections. 

aes : 

romceie in calctnae |] tion ay || TERAS: Thee ee 
have improved somewhat. Minnesota St. Paul Slow to Fair appreciable change in sales 
However, the factories are Missouri St. Louis Slow to Fair in Fort ae 
still very sub-normal. Montana Billings Fair to Slow nitcadlimemenia sapgeaionn 

KANSAS: Wichita re- Great Falls Fair to Slow increase over J aS wary 
ports they do not expect Ohio Dayton Slow to Fair ae — -_ 
any improvement in col- Oklahoma Oklah’ma City —_ Slow to Fair Slow to Fair p 
lections or sales until the Teles Fair to Slow WEST VIRGINIA: 
farm prices advance. Poaaeponain seme Fels to Slow Pole wipe Parkersburg believes that 

LOUISIANA: The con- Tennessee Chattanooga Fair to Slow coniitiens in théic tersi. 
tinued rains in Shreveport Texas Dallas Slow to Fair tory are far better than 
are hampering farming Wickes Pills Pebwtiow . GeedtoSlow . they have been. 
Operations, as well as in- Si as! : 
dustrial work, all of which —— men ae — , HAWAII: Honolulu re- 
is thought to have its ef- W. Viegiais — Sew ates eee ports that buyers are cau- 
fect on sales and collec- Wisconsin Green Bay Slow to Fair tious ; — efforts in col- 
tions. Milwaukee Tale v0 Gaw lection bringing results. 
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Twenty-seven group meetings are 


slated for 1932 Credit Congress 


Credit Group meetings at the An- 

nual Convention in Detroit this 

lu year are of major importance. The 

ambition of most credit executives 

is to know personally the leading credit 

executives in their industry. How better 

could this be done than at the 37th 

Annual Convention of the National 
Association of Credit Men? 


Many of the credit evils of the pres- 
ent time are capable of solution by con- 
structive united effort within the in- 
dustry. Credit Groups have grown into 
a major activity of local Associations of 
Credit Men. If their importance locally 
has been recognized, the need for co- 
ordinating the work of the local groups 
in a national way has been even more 
apparent. 


At previous conventions, delegates 
have been clamoring vigorously for 
Credit Group meetings early in the con- 
vention week. This problem is solved! 
The group meetings are scheduled for 
Tuesday, June 21, the second day of 
the convention. Contacts formed on 
the day of the Group meetings can be 
nourished and ripened into friendships 
both pleasant and profitable. 


Every effort will be made by your 
Group Chairman and others to provide 
programs that will be timely and con- 
structive. Surveys are in process to se- 
lect the most important major subjects. 
The programs will be of enough inter- 
est to justify your entire trip to the 
convention. When absorbingly inter- 
esting Group Conferences can be held 
in connection with the main convention 
itself, there is every reason to expect 
unusual effort on the part of Credit 
Executives to effect this economy of 
time and achieve the double benefit. 


Take advantage of this interesting 
Opportunity! At no time in recent 
years have Credit Executives felt greater 
need for help from each other. Hardly 
any profession can be named on which 
rests more real responsibility in this 
critical period. 

Readers are asked to communicate 
promptly with local Association Of- 
fices with assurance of attendance and 
with suggestions. The Credit Congress 
of Industry will be a major responsibil- 
ity of our staff member, E. H. Lothian. 
Communications may be sent to him at 
33 So. Clark Street, Chicago, the Chi- 
cago Office of the National Association 
of Credit Men. 





E. H. Lothian 
1932 Credit Congress Director 


The proposed group meetings are 
listed herewith: 

Automotive 

Building materials 

Cement manufacturers 

Ceramic supplies 

Clothing and dry goods 

Coal 

Confectioners manufacturing 

Drugs, confections and 
wholesalers 

Drug and chemical manufacturers 
and allied lines 

Electrical and radio 

Fine paper 

Florist supplies 

Food products and allied manufactur- 
ers 

Food products wholesalers 

Footwear 

Furniture 

Hardware manufacturers 

Hardware wholesalers 

Iron and steel 

Jewelry 

Millinery 

Newspaper 

Paint, oil and varnish 

Petroleum 

Plumbing and heating 

Stationers office equipment 

Textile 

These Groups are as carefully classi- 
fied as is practical and the majority of 


tobacco 
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those who attend the Convention will 
be able to fit into them as now classi- 
fied. 

Mark your calendar for the week of 
June 20. This week will be one of the 
most important of the calendar year— 
to those who gather at Detroit. 


. @ If | should die 


If I should die tonight 

And you should come to my cold corpse 
and say, 

Weeping and heartsick, o’er my lifeless 
clay: 

If I should die tonight, 

And you should come in deepest grief 
and woe—— 

And say, ““Here’s that $10 that I owe,” 

I might arise in my large white cravat 

And say, “What’s that?” 





If I should die tonight 
And you should come to my cold corpse 
and kneel, 


Clasping my bier to show the grief you 
feel, 

I say, if I should die tonight 

And you should come to me and there 
and then 

Just even hint *bout paying me that 10, 

1 might. arise the while, 

But I’d drop dead again. —Ben King 


JOHN HANCOCK SERIES—————— 


A PARTNER’S 
OBLIGATIONS 


ACH partner owes to his as- 
sociate the assurance that 
business can be continued in- 
definitely, unhampered by lack of 
working capital or credit. The 
death of either is a contingency 
that would bring up this question. 
At the same time, he owes it to 
his dependents that, in case of 
his death, their interest in the 
business can be liquidated, as re- 
quired by law, without bother 
or loss. 


Unless the business has a large 
fund of ready money at that time, 
these dual obligations conflict. 
May we tell you how Business 
Life Insurance can be used in such 
cases for the benefit of all con- 
cerned? Address: 


LIFE INSURANCE COMPANY 


OF BosTON, MASSACHUSETTS. 
197 Clarendon St. Boston, Mass. 


Please send information regarding part- 
nership life insurance. 


c.M. 
OVER SIXTY. NINE YEARS IN BUSIN: 





When writing to advertisers please mention Credit * Financial Management 





the new books 


Reviews of the important 
books on business, to aid 
executives whose read- 
ing hours are limited. 


This month's 
\ business book 


AMERICA FACES THE FUTURE. 
By Charles A. Beard. Houghton 
Mifflin Company, N. Y. $3.00. 

In the 410 pages of his new book 
“America Faces the Future,” Charles A. 
Beard presents a symposium of eco- 
nomic interpretations pointing the way 
back to business recovery and pros- 
perity. 

Since the stock market debacle of 
October, 1929, and the succeeding de- 
pression from which we have not yet 
emerged, there has been a veritable flood 
of pusillanimous literature concerning 
the business situation. The national joke 
has become “Prosperity is just around 
the corner.” A New York musical show 
has captured the inanity of these eco- 
nomic predictions by saying “Posterity 
is just around the corner.” 

Out of the veritable deluge of this 
enervated economic literature, there 
are a few scholarly and authoritative 
treatises which deserve the study and 
consideration of every business man. 
Charles A. Beard in this book presents 
22 chapters, which represent the high 
lights of economic thinking in relation 
to America’s future business recovery. 

The book is divided into two parts, 
part one covering “The New Intellec- 
tual and Moral Climate”; and part two 


“Blue Prints for a Planned Economy.” 
“A Plan” of one kind or another seems 
to be the guiding star of economic 
statesmanship. Almost everyone who is 
able to catch the ear of public opinion 
has come forward with a plan or part 
of a plan. Mr. Beard with fine dis- 
crimination has included in his book 
the few plans that are really worth- 
while, among which are his own, “The 
Five-Year Plan for America,” “Unem- 
ployment” by Nicholas Murray Butler, 
“Stabilization of Industry” by Gerard 
Swope, “The American Federation of 
Labor and Planning,” and “Large-Scale 
Agriculture” by Walter D. Pitkin. 
“America Faces the Future” might be 
sub-titled “A Hand-Book of Sound 
Planning for Business Recovery and 
Stability.” As such, this volume de- 
serves a well-earned place on the desk 
of every business executive. 
—Cnester H. McCatt. 


Knowing why 


PROBLEMS IN BUSINESS STATIS- 
TICS. Theodore H. Brown with the 
editorial cooperation of Dickson H. 
Leavens. McGraw-Hill Book Co., 
New York. 

“The man who knows how may 
always have a job but the man who 
knows why will be his boss.” (W. F. 
Titus). With this introductory quota- 
tion this book presents the why of busi- 
ness statistics, giving a cross section of 
the research and experience of business 
houses of today. Statistical summaries, 
business problems data, sales planning, 
industry standards, depreciation, plant 
expansion, collections, prices, price con- 
trol, investment and similar problems 
are given, using actual information from 
known firms as examples. At the close 
of each discussion pertinent questions 
are asked. To those interested in busi- 
ness statistics, this work will undoubt- 
edly give new information and a dif- 
ferent point of view. 

—Harry G. Rois. 


Among those present: 


EVERYMAN AND HIS COMMON 
STOCKS. Laurence H. Sloan. McGraw 
Hill Co., N. Y.—The vice president of 
the Standard Statistics Company, N. Y., 
surveys the stock market and evaluates 
stocks on bases of gross and net income, 
asset and potential value, market price 
and market value. Also a discussion of 
long-term fluctuation and how to direct 
a policy that gains from continuous ups 
and downs. Authoritative. Sound. 
Valuable. 


BUSINESS INFORMATION AND 
ITS SOURCES. Compiled by Marian 


C. Manley. Newark, N. J., Public 
Library.—Lists and descriptions of trade 
magazines, directories, etc., as guides to 
the various media busy business men 
must use. 


DEVELOPMENT OF TEXAS FI- 
NANCIAL INSTITUTIONS. R. V. 
Shirley and Bervard Nichols. Bureau of 
Business Research, University of Texas, 
Austin, Texas.—Reveals the develop- 
ment of the state’s financial institutions 
and serves as an introduction on the 
subject of money markets and financing 
in Texas. 


SIMPLIFIED MATHEMATICS FOR 
ACCOUNTANTS AND EXECU- 
TIVES. Harris D. Grant. McGraw- 
Hill Book Co., New York. $3.50. 
Simple arithmetical methods of deal- 

ing with all problems involving interest 

relations. Annuities, bond valuation, 
sinking funds, amortization, average due 
date of an account, problems of build- 
ing and loan associations and deprecia- 
tion are clearly explained. Compound 
interest and discount tables covering 
periods from 1 to 100 for interest rates 
from 44% to 8% are given. For the 
executive or accountant little familiar 
with algebra and logarithms, this book 
will prove invaluable. 

—H. G. R. 


GOOD BUSINESS AND THE WAR 
DEBTS. Horace Taylor. Columbia 
University Press, N. Y. $.25. 

The best buy and the best bet in a 
year. For one Quarter you get thirty- 
two pages of plain, common-sense talk 
on the reparations muddle by a Pro- 
fessor of Economics at Columbia Uni- 
versity who knows his subject and how 
to write about it, which is also 
important. 


CREDIT EXECUTIVES 


Interested in Canadian business, 
or desiring to inform themselves 
regarding Canadian ‘business law 
and practice, will find these publi- 
cations invaluable:— 


The Canadian Credit Men’s Legal 
Directory, 1932 Edition, 72 pages, 
$3.50 per copy, descriptive folder 
on request. 


The Credit Men’s Journal, a 
monthly magazine, subscription, 
$1.50 a year, sample copy en re- 
quest. 


The Canadian Credit Men's 
Trust Ass'n, Ltd. 
456 Main St., Winnipeg, 
Manitoba 


When writing to advertisers please mention Credit & Financial Management 














Press on 
to 


; 3 Detroit! 
Take 


the D-I-E out of DEpressIon 
and PRESS ON— 


Press on to Detroit! ... 


» 


For the 37th Annual Convention 
and Credit Congress of Industry 
xy of the National Association of 
ed 7 Credit Men at the Hotel Statler. 


“ There is no substitute for your 
— annual national convention. 


Your fellow credit executives 


ng will be in Detroit from June 
ed 20 to 24 for a week of special 
oa meetings and individual conclaves 
a for all industries . . . Join them! 
d- ° 

nd Press on to Detroit! . . . to take 
> the D-I-E out of ppBPRESSION! 


the June 


20 to 24 


| wholly disapprove of 
what you say and will 
defend to the death 
your right to say it.— 
Voltaire to Helvetius 


“Our readers think” is an open 
platform for our readers. Criti- 
ld cisms of all kinds will be published 
on this page. We believe in the 
strength and power of controversy. 
We believe in both brickbats and bou- 
quets. There is no brickbat this month, 
perhaps we will have better luck next 
month. 


Steel cannot 
generate heat 


Dear Sir: 

I have just read with considerable 
interest an article reprinted from a re- 
cent issue of CREDIT AND FINANCIAL 
MANAGEMENT by Mr. H. P. Preston. 

While this article is a very creditable 
one, and one with which we can readily 
agree in principle, there is one statement 
made by the author in the fourth para- 
graph from the last that is a little mis- 
leading and not correct as to facts. 

I refer to this sentence: “But steel 
generates and absorbs heat”. This state- 
ment is true only in part, that is, that 
steel does absorb heat. Steel does not 
generate heat, as it is non-combustible 
at ordinary temperatures, such as exist 
in all fires, and therefore, cannot gen- 
erate heat. Insofar as the fire is con- 
cerned it is absolutely neutral, and 


quite unlike wood which actually does 
generate heat. 

Under very exceptional conditions 
and only under laboratory conditions 
can steel be made to generate heat. 
That is, where it is ignited in an atmo- 
sphere of oxygen. 

Yours very truly, 
R. S. Gr-part. 


Dear Sir: 

Mr. Gildart’s correction is sincerely 
appreciated. I can only hope that this 
technical inaccuracy has not been gen- 
erally misunderstood. Obviously, steel 
cannot generate heat. Uninsulated steel 
files, however, when subjected to a fire 
of any severity become, in themselves, 
very hot. This heat absorption may 
create an inside temperature high 
enough to burn paper. This contin- 
gency was in my mind when I incor- 
rectly used the term “generates heat.” 

I hope that the general context of 
this paragraph was such as to give 
readers the correct impression, namely, 
that uninsulated steel files should not 
be thought of as protecting valuable 
records against fire risk. Of course, 
steel files are protective as compared 
with wood. Steel files and steel furni- 
ture all cut down the amount of com- 
bustible material in the office and, to 
this extent at least, minimize the fire 
risk. This is undoubtedly one of the 
reasons why steel furniture has become 
so popular in modern offices. 

Sincerely, 
H. P. Preston. 


Morals for 
merchants 


Dear Sir: 

It was with great interest that I read 
“Should business men be registered?” by 
N. R. Catharin. This interest was 
prompted by the logic of his reasoning 
and also by that fact that just a short 
time ago, while meditating on the nu- 
merous business failures during the last 
two years or so, I was struck by the 
same idea as Mr. Catharin so well ex- 
presses in his first two paragraphs. 

I had in mind the idea that, before 
any individual or group of individuals 
were allowed to engage in business, the 
individual or each person should be 
thoroughly investigated as to character, 
responsibility and ability. The lack of 
any one of these qualifications would 
prove disastrous to not only the com- 
pany concerned but also to its creditors 
for a number of such concerns on the 
books of a creditor might be the cause 
of the latter’s failure due to their in- 


ability to pay their open accounts. 

I think that really the first two quali- 
fications are as essential as any others 
that are classed as important because 
persons who disregard credit terms and 
feel no quirk of the conscience in leav- 
ing their accounts payable run far into 
arrears are also indirectly, if not direct- 
ly, responsible for their creditor’s fail- 
ures. 

Mr. Catharin expresses the situation 
briefly, but thoroughly, and offers a 
good plan to prevent recurrences of 
this nature in the future. 

So, in concluding, I suggest that to 
the plan as already outlined in your 
magazine, the prospective engagor in 
business be investigated thoroughly as 
to his moral status. 

Yours truly, 
WituaM F. Durry. 


What causes 
depression? 


Dear Sir: 

Man must produce his own “living” 
or receive wages with which to buy 
food and protection. Wages earned by 
producing something that others need 
or want creates commerce and manu- 
facturing. Commerce handles man’s 
products of agriculture, fishing, mining, 
manufacturing for cost plus profits— 
selling to people who need or want such 
products. 

Manufacturing acquires raw materi- 
als, processes them and passes them along 
for cost plus profit to others who need 
or want them—distributors, jobbers, 
wholesalers, retailers, individuals. 

Individuals consume, wear out, or re- 
tain as valuable possessions all the prod- 
ucts of agriculture, fishing, mining, and 
manufacturing processes. The individ- 
uals pay for these products with the 
returns from their own production ef- 
forts or with wages earned by working 
at some method of producing goods or 
processing them for others. 

The individual is the producer; the 
individual is the ultimate consumer. 
Then the process is repeated, repeated, 
repeated. 

What is it that interrupts this natural 
chain and produces unnatural condi- 
tions—panics? 

H. F. Gorpon. 


@ Modern version 


My money lies under the carpet; 
My money lies close to the sink; 
My money lies back of the mantel, 
But it’s doing no good there, I think. 
—Exchange 





Insurance 
digest 


Inaugurated be- 
cause of the credit 
fraternity's close 
contact with the 
insurance field 
and need of infor- 
mation about it. 


High cost 
of lapsing 


Approximately 35,000 persons died in 
1930 whose policies for insurance to- 
taling about $30,000,000 had been al- 
lowed to lapse within the previous year, 
according to an estimate made by The 
Weekly Underwriter. The period of 
1930 and the end of 1929 was marked 
by a heavy increase in the number of 
lapses, with a consequent increase in the 
number of families who lost much 
needed protection. 


World life 


insurance large 


Life insurance in force throughout 
the World at the close of 1929 aggre- 
gated $147,000,000,000, according to 
figures furnished by foreign service of- 
ficers of the Departments of State and 
Commerce and compiled by the Asso- 
ciation of Life Insurance Presidents. 
Incomplete data for 1930 indicate a 
substantial increase in the World total 
during that year. 

The English-speaking countries of the 
World now carry 85 per cent of the 
international life insurance total, the 
United States leading by far in volume 
of business, with $103,146,000,000 in 
force at the close of 1929, or consider- 
ably more than two-thirds of the World 
total. The United Kingdom ranked 
second, with $11,875,000,000, followed 
by Canada, with $6,713,000,000. 


Early American 
business insurance 


How the name of George Washing- 
ton is associated with what is no doubt 
the first instance of business insurance 
recorded in American history is told in 
an interesting story in the current 
Pelican of the Mutual Benefit Life, 
which says: 


With Washington’s retirement from 
public life came plans to transmit his 
face and figure to posterity. Thomas 
Jefferson, then in Paris, selected the 
most eminent European sculptor, Jean 
Antoine Houdon, to make a statue of 
Washington for the Commonwealth of 
Virginia, a choice which Benjamin 
Franklin unreservedly approved. 


Houdon, smarting from a substantial 
loss on an earlier commission for the 
Empress of Russia, demanded and re- 
ceived from the Commonwealth of Vir- 
ginia an advance of 10,000 livres, about 
$2,000, for expenses. Since he had eight 
dependents and considered a voyage to 
America fraught with hazard, the sculp- 
tor further insisted that the Common- 
wealth guarantee the sum of 10,000 
livres to his family to be paid in the 
event of his death before his return to 
Paris. 


Jefferson perceived the risk of loss 
and the means of covering it. On July 
7, 1785, he wrote to John Adams in 
London as follows: 


“Monsieur Houdon has agreed to go 
to America to take the figure of Gen- 
eral Washington. In case of his death, 
between his departure from Paris and his 
return to it, we may lose twenty thou- 
sand livres. I ask the favor of you to 
enquire what it will cost to ensure that 
sum, on his life, in London, and to give 
me as early an answer as possible, that 
I may order the insurance if I think the 
terms easy enough. He is, I believe, 
between thirty and thirty-five years of 
age, healthy enough, and will be absent 
about six months.” 


Adams in reply said: “Houdon’s life 
may be insured for 5%, two for the 
Life and three for the Voyage. I men- 
tioned it at Table with several mer- 
chants; they all agreed that it would 


not be done for less. But Dr. Price, 
who was present, undertook to enquire 
and inform me. His answer is, that 
it may be done at an office in Hackney 
for 5%. He cannot yet say for less, 
but will endeavor to reduce it a little. 
You may write to the Dr. to get it done 
and he will reduce it if possible.” 


Apparently no reduction in premium 
was secured and on August 10 Jeffer- 


son wrote Adams: “I will pray you to 
insure Houdon’s life from the 27th day 
of last month till his return to Paris. 

The sum to be insured is fifteen 
thousand livres.” 


Jefferson’s desire to have the policy 
pre-dated arose from the fact that Hou- 
don had sailed with Benjamin Franklin 
for America on July 22. By September 
24 Jefferson grew apprehensive, writing 
to Adams: “Is insurance made on Hou- 
don’s life? I am uneasy about it lest 
we should hear of any accident. As yet 
there is no reason to doubt their safe 
passage. If the insurance is not made, 
I will pray you to have it done imme- 
diately.” 


Adams replied, blaming Dr. Price for 
the delay. “Dr. Price called on me this 
morning but had wholly forgot the in- 
surance on Houdon’s life.” A week 
later he wrote: “The insurance is made 
upon Houdon’s life for six months from 
the 12th of October. I have paid 
thirty-two pounds, eleven _ shillings 
Premium and charges, which you will 
please give me credit for. I could not 
persuade them to look back, as they say 
they never ensure but for the future 
and from the date of the policy.” 


Houdon arrived at Mt Vernon after 
eleven o’clock on the night of Sunday, 
October 2, 1785. Washington who had 
already gone to bed, rose to greet him. 
For the next two weeks the General sat 
patiently for his portrait. He evinced 
considerable interest in the making of a 
life mask, describing the process in his 
diary. On October 17 Houdon had fin- 
ished a bust and departed for France to 
complete the statue, guided by the life 
mask. He arrived safely and the insur- 
ance subsequently expired. 


The statue stands today in the state 
capitol at Richmond, Virginia. We 
have the word of Washington’s com- 
patriots that it is faithful in every de- 
tail; indeed, Houdon’s keenness of per- 
ception and fidelity to nature, in the 
opinion of many competent critics, are 
to this day unrivalled. 


The bust is enshrined at Mount Ver- 
non. A photograph of it has been 
adopted as the official picture of Wash- 
ington by the United States Commis- 
sion on the 1932 Bicentennial Anniver- 
sary Celebration of the birth of Wash- 
ington. 


There is no substitute for your 
national convention . . . Press on to 
Detroitl—June 20 to 24. 
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COMMUNITIES NEED SOCIAL 
AND FINANCIAL PROTECTION 
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N every community of this vast 

country of ours the home owner 
must protect and provide shelter, the 
renter must guard his household goods. 
Then, too, the business concerns, fac- 
tories, corporations, churches and 
colleges should protect their property 
investments. Fire insurance is a neces- 
sity, it provides the security of a 
community against financial loss in 
the event of a conflagration. » Proper 
insurance protection assures the social 
and well being of a community by 
making it possible'to repair or rebuild 
damaged or destroyed property. » 
“The Home of New York” a finan- 
cially sound stock company in 
addition to fire insurance. provides 
practical every form of property 


insurance for the public protection. 


THE HOME ‘sxeaxy NEW YORK 


CASH CAPITAL $24,000,000 


WILFRED KURTH, Presicent 


59 MAIDEN LANE 
Strength Reputation Service 


When writing to The Home Insurance Company please mention Credit 8 Financial Management 
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Casting out 


\ devils 





(Continued from page 25) 


a great deal of technological unemploy- 
ment and this doubtless is a factor in 
* to-day’s economic situation. Its most 
serious aspect is the throwing of a large 
number of people on the labor market 
at one time. 

There is no reason why the machine 
cannot come into the office without 
any such disrupting effect, particularly 
if its introduction is planned now. The 
plan for:the complete mechanization 
of the office could be made immediately. 
Its execution could be carried out grad- 
ually, perhaps over a period of years. 
This would obviate excessive immediate 
investment, would provide for handling 
a considerably expanded volume of work 
without increase in personnel. By grad- 
ually introducing such a plan, there 
would be no need for reducing per- 
sonnel. Conversely, there would be no 
need to indiscriminately add workers 
when business increased. 

Maintenance is an aspect of office 
management sadly neglected in dull pe- 
riods. Although steel mills are far be- 
low par, many have carried out rather 
thorough maintenance and improve- 
ment programs. An inventory of all 
office equipment and appliances, made 
at this time, would show, if appraisal 
were honest, a high degree of obsoles- 
ence and inefficiency, especially in such 
equipment as typewriters, adding, bill- 
ing, bookkeeping machines. A replace- 
ment program, launched now, even if 
carried out over a relatively extended 
period, not only benefits industry in 
general but pays ultimate dividends to 
the company carrying through such a 
program. 

During 1931 the decline in purchases 
of office machines fell, in some instances, 
considerably below the level of replace- 
ment needs. Some day all budgets will 
include an Office Maintenance Reserve 
which will be used, in accordance with 
a definite policy, for keeping office 
equipment and appliances reasonably 
up-to-date. The custom of instalment 
buying will spread to this field. Com- 
panies, especially those of moderate size, 
will not continually postpone the com- 
plete renovation of their offices because 
of the large unit of expenditure in- 
volved but will carry through this pro- 
gram on a budget basis. 

Last, but not least, consider your 
quarters. Are you suffering from ex- 
cess-itis in the matter of space? Are 
you paying too much for a prestige that 
doesn’t return you 1% on your invest- 


ment? I don’t mean to imply that you 
should scuttle off to a dingy loft. But 
fine panelling doesn’t make fine business. 
Many companies have awakened to the 
fact that the overstuffed atmosphere 
doesn’t do the trick. Customers buy 
goods and service, not atmosphere. 
Over-spaciousness and over elaborate- 
ness have no place in the well managed 
office. One of the largest and most 
sumptuous offices I ever visited was oc- 
cupied by a gentleman whose credit 
standing couldn’t hobble with crutches. 
Atmosphere should fit a business, not 
smother it. If new leases are coming 
up, the problem of space is worthy of 
your most careful study. It takes time 
to completely plan and economically 
lay out an office—but it pays. 

These are some aspects of office man- 
agement during a depressed period. 
Progressive managers have gone to their 
employees and said, in effect, “ladies 
and gentlemen; we are faced with a 
greatly diminished business. We want 
to keep you working. We want to 
maintain salaries at as nearly the pres- 
ent level as possible. But we must cut 
overhead expenses. Now, if we can save 
money by doing things in a better way, 
such savings can be used for salaries 

” In other words, the co-opera- 
tion of the entire force has been en- 
listed to cut down overhead. In some 
instances outside counsel has been en- 
gaged and the matter of cutting over- 
head has been presented to employees 
as a “trouble hunt” with better earnings 
as the prize for those who aid in finding 
the “troubles.” 


Clean collar 


credit 
(Continued from page 13) 


of debt when they should know that too 
often the agency or association’s mo- 
tives are purely selfish and too often 
based upon a desire to control enough 
claims to vote one of their members for 
trustee, receiver, etc. In this I do not 
mean to disparage the splendid work 
of many capable attorneys and agencies 
who do represent and fight for the best 
interests of the clients they represent. 

In conclusion, perhaps my readers 
will be interested in knowing something 
of our credit administrative methods. 
As of the 15th of each month, each 
office sends the Executive Office a list 
of all accounts over 30 or 60 days past 
due showing amounts owing. Accounts 
over 60 days past due are considered 
delinquent. A condensed copy of the 
customer’s ledger card is sent on each 
delinquent account. This card shows 


debit and credit totals and balances ow- 
ing as of the 15th of each month for 
several months back and the amount 
delinquent, giving a complete picture 
of the trend of the account in con- 
densed form. A copy of the list of ac- 
counts 30 days or 60 days past due is 
kept in the Credit Man’s desk at the 
Salesroom so that he will give those ac- 
counts preferred attention. This list 
supplements the previously described or- 
ganized collection procedure. 

From this list and other reports fur- 
nished monthly by our Salesrooms, such 
as trial balances, monthly collection re- 
ports, etc., we construct a detailed 
statement by offices each month show- 
ing the percentages of collections to ac- 
counts receivable, percentage of dis- 
count to gross collections, number of 
days sales outstanding in accounts re- 
ceivable, percentage of delinquency to 
total accounts receivable, number of de- 
linquent accounts and estimated per- 
centage of bad debts to sales. Copies of 
this report go to the President, Vice 
President in Charge of Sales and regional 
Sales Directors. The information is also 
sent to each Credit Man and he can see 
how his office compares with other of- 
fices. Enthusiasm and interest in these 
standings is evident always and, if for 
any reason I should fail to send this re- 
port to the Credit Men, they quickly 
call it to my attention. 


The business 


y thermometer 
(Continued from page 11) 


less. The deflation will only be broken 
by removing the cause which has 
created it, and that is the fall of the 
general level of prices and the appre- 
ciation of gold. That, in turn, is due 
to the collection of reparations and war 
debts and the insistence of creditor 
countries upon receiving them in gold. 
It is a melancholy reflection that for the 
sake of collecting $400,000,000 per 
annum, there should have been inflicted 
upon the world a measure of deflation 
and with it a curtailment of production 
and consumption that may well be as- 
sessed at some ten to twenty times that 
amount. 

“A mere postponement of repara- 
tion and war debt payments cannot 
remedy the evil. To establish confi- 
dence, which is essential for the resto- 
ration of credit and the resumption of 
normal intercourse in trade and finance 
the world wants to be left in no doubt 
that .the disturbances which have 
brought it to the verge of complete 
ruin cannot in future, be repeated.” 
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(Continued from page 15) 


(4). Insufficient working capital is 
a very dangerous condition because of 
its far-reaching effects. By the term, 
working capital, is meant the net cur- 
rent assets or the excess or margin 
of the current assets over the current 
liabilities. If the current liabilities are 
larger than the current assets, the dif- 
ference is called floating debt. Working 
capital represent the lifeblood of a busi- 
ness. It is the principal means of earn- 
ing profits for industrial enterprises. 
Moreover, there are several advantages 
of ample working capital as Gersten- 
berg has well stated: 


a. Maintenance of a satisfactory mo- 
rale in the business because of the 
ability to meet promptly all obli- 
gations with cash payments. 


b. Trade credit is maintained by 
prompt payments. 

c. Cash discounts may be taken, 
thereby earning additional profi- 
its. If the terms of sale are 
“2/10 net 30”, a concern may 
earn 36 per cent per annum. 


d. Bank credit is made available be- 
cause of the satisfactory working 
capital condition. 


e. Difficulty of raising sufficient cash 
in periods of depression makes it 
desirable for enterprises to have 
ample working capital on hand. 

There are, on the other hand, sev- 

eral disadvantages of too much work- 
ing capital as Gerstenberg also points 
out: 


a. Waste may be encouraged. 


b. Manipulation may be invited. Of- 
ficials are tempted to invest part 
of the working capital in other 
lines. 


c. Little or no return on the invest- 
ment. Some banks do not pay 
interest on bank balances while 
others only pay two per cent per 
annum. 


d. Retention of working capital 
which could more profitably or 
properly be used for business op- 
erations. 

Nevertheless, the maintenance of 
ample working capital is essential to 
the profitable development of an enter- 
prise. The lack of sufficient working 
capital may seriously hinder business op- 
erations—as a condition of anemia 
exists, which, if not corrected, may lead 
to pernicious anemia with its serious 
consequences. 

(Continued on page 39) 








FRAUD 





What do YOU 


do about it? 


. ++ when you are left “holding the bag” 
... When there are no more assets than 
there are snipe in the hoax from which 
the expression came... Can YOU “laugh 
it off? The position of the Credit Execu- 
tive who has been ‘taken in’ is not enviable. 
The position of the Credit Executive who 
does nothing about it is hardly tenable. 
Each fraudulent or suspicious failure not 
reported today leaves the perpetrators 
free to practice further fraud tomorrow 


. « « ON someone else or under another 
name, on YOUR OWN house again! 


for protection call the nearest 
office of the Fraud Prevention 
EtSae) 
Association of Credit Men or 
write to One Park Avenue N. Y. 


Department of the 


modern 
oftice 


An idea and experience ex- 
change on equipment, system 
and management in the mod- 
ern credit and business office. 


Intercommunicating system 

The Miles Reproducer Company, of 
New York, manufactures an intercom- 
municating system for use in offices, 
factories, etc. The company claims that 
the system is positive in action and will 
carry even whispered conversations 
from the executive to any or all indi- 
viduals within the organization. No 
bells, no operators or special connec- 
tions are necessary. The reproducers 
may be had in a one-way set of a micro- 
phone and ear-phone; a two way unit; 
a hand desk telephone type or a calling 
system with a portable microphone unit. 
The systems are all nominal in price. 


New electrical multiplier 


International Business Machines Cor- 
poration has introduced a new electrical 
machine, the automatic multiplying 
punch, which multiplies at speeds av- 
eraging four times faster than any other 
mechanical method. The new multi- 
plier has been found adaptable to bill- 
ing, payroll and other large volume ac- 
counting work of public utility, rail- 
road, insurance and industrial organi- 
zations. By actual test, the new ma- 
chine will permanently record and mul- 
tiply eight figures by eight figures in 
eight seconds. The entire operation is 
automatic except for the initial set-up 
of the numbers to be multiplied on 
the machine. A touch of a lever in- 
stantly verifies the result. 


Typewriters 


In 1714 an English patent was 
granted to a Henry Mill for his inven- 
tion of a typewriter. Between 1830 and 


1850 several patents were granted in 
both England and the United States. 
The modern typewriter dates back to 
1867 when C. Lathan Sholes, a Milwau- 
kee printer, invented a machine which, 
though faulty in many respects, was so 
nearly perfect that it was submitted to 
stenographers for experiment. Six 
years later, in 1873, the Sholes machine 
was perfected and ready for the market. 

The firm of Remington and Sons 
took up the Sholes machine and placed 
them on the market in 1874 as the 
Model No. 1 Remington. It seems dif- 
ficult to believe that so everyday an 
item of use as the typewriter has only 
been in anything like general use for 
fifty-eight years. 

The well-proportioned, easy running 
typewriter of today is a far cry from 
the first crude model. One has only to 
compare them with the invisible type- 
writers—well within the memory of 
many of our readers—to realize the 
great strides that have been made in this 
industry. Ease of operation is, today, 
considered a necessity because of oper- 
ator’s fatigue. During 1929, F. H. 
Norton, of the Rogers Laboratory of 
Physics, Massachusetts Institute of 
Technology, reported a series of care- 
fully conducted tests on five standard 
typewriters to determine the amount of 
work required for their operation. The 
full report is too lengthy for inclusion 
here, but the following summation of 
results is of interest to office managers. 


The tests indicate clearly that every 
typewriter of each make should have a 
standardized factory adjustment. This 
adjustment should be carefully deter- 
mined from a thorough study of the 
machine; and it should give the best 
compromise between ease of operation, 
speed and durability. The typist should 
be given a machine adjusted for the 
most efficient operation, and this ad- 
justment should not be changed be- 
cause of individual inclinations. This 
would have the distinct advantage of 
operating under conditions of maximum 
efficiency and would allow a change 
from one machine to another without 
discomfort or extensive servicing. The 
local adjusters should be permitted only 
to check the factory adjustment, but 
not to alter it. In this way all ma- 
chines would have the same operating 
characteristics—the best. This pro- 
gram could not perhaps be carried 
through abruptly, but could start in 
the schools and in a few years cover all 
machines used.” Should any readers be 
interested in reading the complete re- 
port we will be glad to try and supply 
same upon request. 


New Ditto duplicator 


Ditto, Inc., announces the new Ditto 
Automatic Rotary Duplicator. This is 
a greatly improved and speedier model 
of the Ditto Duplicator. Speed capac- 
ity is 100 copies per minute, 8 colors 
may be reproduced in one operation. 
The Ditto Rotary is automatic, self- 
feeding and self-ejecting. Up to 250 
bright copies can be produced from one 
criginal. Operation is extremely simple 
—even an office boy can produce good 
work. The film used has been consid- 
erably improved. Matter to be dupli- 
cated is done directly on the film with 
pencil, pen or typewriter. For short 
runs this type of duplicating has always 
been economical and effective. With a 
capacity of 250 copies from a single 
original, it would seem that the Ditto 
Automatic Rotary Duplicater makes 
this method even more widely adapt- 
able for business use. 


Smoke 


Billowy waves of sooty, acrid smoke 
drift in the window bringing with them 
grit and dirt to soil papers, clothes and 
—to a certain extent—health. For the 
sulphuric content of smoke is respon- 
sible, to some extent, for asthma and 
various nose and throat troubles. Of 
course it is inefficient and wasteful to 
have so much smoke; to throw so much 
potential energy away. But, since it 
exists, we have no doubt that it will 
prove a boon to the silencer-ventilator 
industry. We have mentionad two such 
devices in these columns. Others are on 
the market. An office building is ad- 
vertising one make as standard equip- 
ment. We believe that these devices 
are well worth their relatively small 
cost. It is our opinion that cleanliness 
and quiet are office esentials and will re- 
pay in increased efficiency the nominal 
investment necessary for their insur- 
ance. 


Noise 


You don’t hear much about quiet 
factories. Why all this talk about quiet 
offices? Aside from any considerations 
of brain work, a fundamental difference 
is rhythm. In any given department 
in a factory noise is rhythmic. One 
can become accustomed to it. An 
office is a series of staccato explosions. 
The varying speeds of typewriters; con- 
stantly jangling telephone bells and 
other sounds create a cacophony which 
creates a nervous resistance or tension. 
Furthermore, noise may be necessary in 
the plant. Very little noise is really 
necessary in a modern office. 
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A list of some of the causes which 
reduce working capital are: 


a. 


b. 


c. 


j- 


Tagged 
out! 
(Continued. from page 37) 


Unusual and unexpected losses. 
Payment of excessive and un- 
earned dividends. 

Excessive interest and other fixed 
charges. 


d. Excessive operating expenses. 

e. Over-investment in inventories. 
f. 
& 


. Reduction of 


Over-investment in receivables. 
the funded debt 
from the current assets or cur- 
rent obligations. 


. Current assets or current obliga- 


tions used to finance the fixed 
assets investment. 

Excessive advances to and/or in- 
vestments in affiliated and sub- 
sidiary companies. 

Excessive current obligations. 


What, then, is to be considered as an 
adequate or proper amount of work- 


ing 


capital? This is a difficult ques- 


tion which may be answered by stating 
certain general factors which must be 


given consideration. 


tors 


a. 


b. 


Cu 


Some of these fac- 
are: 

Size and character of the business. 
Growth of the volume of the 
business. 

Rate of turnover of working 
capital. 


. Period of time that it takes to 


manufacture and sell the prod- 
ucts. 


. Regularity or seasonal nature of 


the volume of the business. 


. Period of the business or economic 


cycle. 


. Relationship of the terms of pur- 


chase of raw materials and the 
terms of sale of the finished prod- 
ucts, 


The sources of working capital for 
industrial enterprises generally are: 


a. 


Investment of capital in the en- 
terprise by the stockholders. 


b. Re-investment of all or part of 
the net profits or earnings. 

c. Re-investment of income from 
other sources. 

d. Re-investment of reserves. 

e. Sale or conversion of assets. 

f. Increase in liabilities, both short- 
term and long-term. 

(5). A weak cash position is gen- 


erally indicated when there is a small 
amount of cash on hand. This con- 
dition may be the result of: 


(Continued on page 40) 
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If a credit applicant can show accurate records 
of conditions within his business, the Credit 
Manager has a definite and sound basis for 
extending credit. 


ALL FACTS systems are designed for the small 
and medium sized business. They provide a com- 
plete record of all activities and show at a 
glance all purchases, expenditures, income, sales 
—credit or cash,—information that helps the 
Credit Manager establish dependable credit 
limits. The prices are low—$3.50 and $7.00 
for the complete outfit and the record may be 
started at any time. 
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If your customers are retailers, professional men, 
small or medium sized manufacturers, they will 


appreciate knowing about ALL FACTS. 


We will be pleased to send cuts and editorial 
material on this subject to your company house 
organ—or we will provide circulars for distri- 
bution among your customers without cost to 
you. 
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CREDIT 
TRAINING 
by the 


home study 
method 





The next few years will see a whole new 
group of executives controlling business. 
Your chance to be one of them was never 
better—the requirements were never more 
clearly outlined. 


Yesterday’s viewpoint means oblivion fer 
thousands of executives—today you must 
have an up-to-the-minute mastery of cer- 
tain underlying credit and business princi- 
ples, and you must know how to apply 
them to the problems of tomorrow. 


To help business men meet today’s ever- 
increasing demands for a broader grasp of 
basic credit and business fundamentals, 
the National Institute of Credit has pre- 
pared a home-study training course cover- 
ing Credits and Collections. 


This course, designed to give you the 
greatest amount of credit training in the 
shortest possible time, is ideally suited to 
the limited spare hours of the busy busi- 
ness man. Consisting of lesson leaflets 
based on a recognized authoritative text, 
printed lectures by credit authorities, and 
typical credit problems selected from actual 
situations—the course assignments can be 
scheduled to suit your own convenience. 


If you are engaged or in- 
terested in credit work, 
you do not need to be re- 
minded of the significant 
part it plays in the com- 
mercial and business struc- 
ture. Now is the time to 
use this practical means to 
prepare yourself for greater 
responsibilities just abead. 


THE NATIONAL INSTITUTE 
OF CREDIT 
One Park Avenue, New York 
Please send me full information about 


your course in Credits and Collections. 
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Unwise dividend payments. 
Over-investment in inventories. 
Over-investment in receivables. 
Payment of excessive current ob- 
ligations. 

e. Payment of excessive interest and 

other fixed charges. 

f. Reduction of funded debt. 

Even the current ratio, that is, the 
ratio of current assets to current li- 
abilities, may be favorable when there 
is a weak cash position. Just how much 
cash may be needed for current busi- 
ness operations will depend on several 
factors such as the size and the charac- 
ter of the business, the period of the 
business cycle, the season of the year, 
working capital turnover, etc. But a 
weak cash position is apparent as Greg- 
ory points out, when: 

“. . . the cash is unusually small 
in comparison with the other cur- 
rent assets; or if there are frequent 
overdrafts on the bank; if the records 
show a tendency to increasing notes 
payable and the shifting from ac- 
counts to notes payable; if the aver- 
age number of days’ purchases re- 
maining unpaid is increasing; and if 
the purchase discounts lost is on the 
increase, then the conclusion may 
safely be drawn that the cash is in- 
sufficient for the volume of business 
which the firm is attempting to 
OMEF wo. 

(6). Excessive and unearned divi- 
dends are to be considered as an unwise 
financial policy not only because work- 
ing capital may be impaired but also 
because it may lead to a weak cash po- 
sition since cash is depleted. This in 
turn increases the difficulty of meeting 
the payment of current obligations. 

Dividends are declared by the direc- 
tors, in a number of instances, for the 
purpose of maintaining security prices 
whereas the wiser policy would be some 
indication of maintaining a good work- 
ing capital condition and also a good 
cash position. 

Guthmann points out six factors 
which should be weighed before declar- 
ing any dividend. They are: 

“...a. The amount of surplus. 

b. The amount of net profits 
for the preceding or current 
period. 

c. The condition of working 
capital. 

The stability of earnings. 

e. Plans for expansion or con- 
traction. 


eP oP 
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f. The temperament of the di- 
rectors...” 


(7). Unbalanced financial structure 
interferes with the financing of the 
concern. This condition may be one 
of over- or under-capitalization. By 
the term, financial plan or structure, is 
meant the amount of securities, both 
stocks and bonds, which are issued to 
provide the capital for the proper func- 
tioning of the business. There is a 
normal proportion of stocks and bonds 
to be issued, depending upon several 
factors such as the size and the charac- 
ter of the business, the regularity of 
earnings, the value and the cost of the 
net tangible assets, etc. If too large 
an amount of bonds or notes are issued, 
the concern is then burdened with heavy 
fixed charges. Moreover, a default in 
bond interest precipitates bankruptcy, 
while the failure to declare dividend, in 
the absence of fraud, does not. 


Furthermore, another important as- 
pect of this problem is the relationship 
between the amount of funds contrib- 
uted by the stockholders and_ the 
amount contributed or advanced by the 
creditors, both short-term and long- 
term, to an industrial enterprise. Capi- 
tal or funds contributed by the stock- 
holders represent a permanent invest- 
ment in the business while funds ad- 
vanced by the creditors are only tem- 
porarily invested. What, then, should 
be regarded as a proper relationship? 
This will, of course, depend on the size 
and the character of the business, the 
earning power, working capital turn- 
over, etc. The following illustration 
is suggestive: 

An index of financial solvency 
when funds are 
contributed by 


Owners Creditors Condition 
70% 30% Excellent 
65 % 35% Very good 
60% 40% Good 
55% 45% Fair 
50% 50% Doubtful 
45% 55% Poor 
40% 60% Very Poor 


This index is, indeed, an arbitrary ar- 
rangement and evaluation of the re- 
lationship factors for industrial enter- 
prises, but, experience and study will 
help to set the proper value of each. 

There is, furthermore, a financial 
axiom that the owners should have more 
equity in an industrial enterprise than 
the creditors. When this is not the 
case, the inference is naturally drawn 
that the owners or stockholders do not 
have confidence in the business. Be- 
sides, if too much outside capital is be- 
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ing employed, there is the risk of losing 


control. During the period of pros- 
perity such a business may be able to 
operate without any difficulty. But in 
the period of depression, it may be 
forced into the hands of the creditors’ 
committee or into receivership. Why? 
Because the equity of the owners has 
been reduced, in some cases seriously, 
by unusual and unexpected losses. 


(8). Inadequate and declining net 
sales bring about reduced earnings and 
if this long continue, the enterprise may 
be crippled. Sales constitute the back- 
bone of a business. Inadequate and de- 
clining net sales may be caused by: 


a. Changes in style, fad, and habit. 

b. Period of business depression when 
demand for goods falls off. 

c. Failure to maintain a high qual- 
ity product. 

d. Increased intensity of competi- 
tion. 


(9). Insufficient net profits or earn- 
ings impair the ability of an enterprise 
“to carry on” especially when this con- 
dition persists for several years. Profit 
is, indeed, the goal of all business con- 
cerns. It is the criterion of success. 
What, then, are insufficient profits? 
Generally, the current interest rate may 
be taken as a guide or a minimum 
“standard”. An enterprise should nor- 
mally earn from six to ten per cent on 
its net worth investment. Concerns 
with greater risks should earn fifteen 
to twenty per cent. By the term, net 
worth, is meant the excess or margin 
of all the assets over the total of all the 
liabilities. In other words, it is capital 


‘stock, surplus, and surplus reserves. The 


reason for insufficient net profits may 


be: 


a. Excessive operating expenses. 

b. Unusual and unexpected losses. 

c. Excessive interest and other fixed 
charges. 

d. Increased intensity of competi- 
tion. 


e. Unreasonable high “cost of goods 
sold”, i.e., the purchased price of 
goods to be sold. 


(10). Unusual and unexpected losses 
are a serious drain on the profits as 
well as on the surplus of an enterprise. 
In many cases, they are not predictable. 
They can not be foreseen. As an ex- 
ample, large inventory losses are in- 
curred because the business depression 
comes so swiftly and suddenly that es- 
Cape is impossible. Many industrial en- 
terprises, both efficient and inefficient, 
experience this condition. In some cases, 
profits accumulated over a period of 
years are practically wiped out by the 


losses of a few months. Price declines 
and the abrupt and unforeseen fluctua- 
tions in the demand for goods are con- 
tributory factors. Furthermore, in this 
age of the mechanization of industry, 
one must not overlook the losses on the 
fixed assets investment due to the obso- 
lescence factor. 


(11). Excessive interest and other 
fixed charges. Excessive interest costs 
are usually the result of improper capi- 
tal apportionment in that an undue pro- 
portion of money was raised by bonds, 
note issues, and bank loans instead of 
re-investment of earnings and additional 
contribution of capital by the stock- 
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holders. This unfavorable condition is 
related to over-expansion in fixed assets 
as well as over-investment in inventories 
and receivables. An enterprise may be 
able to pay the excessive interest and 
other fixed charges in a period of pros- 
perity because of profits earned, but 
difficulty is certain to be experienced 
when the business . depression comes 
along because little or no profits are 
made. Some examples of other fixed 
charges are leases, taxes, amortization 
of bond discount, insurance, etc. 
(12). Excessive operating or. over- 
head expenses eat into the profits. About 
(Continued on page 43) 


A Falling 
Building May 
Wreek Others 


Similarly, the FAILURE of one concern 
frequently drags into bankruptcy several 
others. It is impossible to forecast such 
events. But you can safeguard yourself 
against them, with 


Ameriean Credit Insurance 


Right now, some of your best customers 
may be on the verge of failure. These are 
really hazardous times. Play safe—don’t 
gamble with your credit accounts. Pro- 
tect them — get the worry of them off 
your mind — with one of our policies, 
written to fit your exact requirements. 


Furthermore, 


Credit 


Managers, you 


benefit by our many Service Features. 


Get the full details. 


CThe AMERICAN 


CREDIT~ INDEMNITY Co. 


OF NEW YORK 





J. F. M* FADDEN, eaasipany 


Offices in All Leading Cities 


New York, St. Louis, 


Chicago, 


Cleveland, Boston, 


San Francisco, Philadelphia, Baltimore, Detroit, 
Atlanta, Milwaukee, etc. 


In Canada—Toronto, Montreal, etc. 
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= Answers to 


=" 


credit =A 


questions 


Conducted by Walter C. Foster 


The National Association of 
Credit Men supplies answers to 
credit questions and some of the 
answers, of general interest are 
printed regularly in Credit and Fi- 
nancial Management. Advice cannot 
be given, however, regarding legal 
rights and liabilities. Such advice 
should be obtained from an attorney 
to whom all the facts should be 
stated. When such inquiries are re- 
ceived, information is furnished only 
as to the general principle of law 
involved. 


Notes 


Q. Where a corporation’s note is endorsed 
by two endorsers and the corporation goes into 
bankruptcy, is it possible for the payee or hold- 
er of the note to proceed at once against the en- 
dorsers, or is he compelled by law to first ex- 
haust his claim against the bankrupt concern? 

A. Under the circumstances mentioned, the 
payee or holder of the note may commence ac- 
tion against the endorsers without first exhaust- 
ing his remedy against the corporation. In the 
event that the holder or payee collects from the 
endorsers, the endorsers are subrogated to the 
rights of the payee or holder to file a claim 
against the bankrupt estate. 


Consigned merchandise 


Q. Where a stock of goods is stored in the 
warehouse of a manufacturer who sells it on a 
commission basis, would the consignor have any 
difficulty in recovering the merchandise in case 
the said manufacturer became bankrupt? 

A. The right of a consignor of merchandise 
to recover the same from the consignee after 
the bankruptcy of the consignee depends upon 
the ability of the consignor to prove a valid 
reservation of title under the terms of the con- 
signment agreement. Where the merchandise is 
stored in the warehouse of the consignee, the 
case is likely to present some difficulties, be- 
cause of the possibility of confusion of goods 
and the difficulty of identification. The great- 
est care should be exercised in such instances to 
see that the consigned merchandise is completely 
segregated from merchandise belonging to the 
consignee and others and that the same is plain- 
ly marked and tagged as the property of the 
consignor. 


Cash discount 


Q. Is a customer entitled to deduct cash 
discount and settle by note paying the interest 
on the note? 

A. A customer is not entitled to deduct a 
cash discount and settle by note even though 
he pays the interest on the note. Such an ar- 
rangement has no legal sanction nor would it be 
an equitable arrangement. It is only when both 
parties agree to such a settlement that it be- 
comes binding and effective. 


Effect of agreement of creditors 
in creating priority 


Q. Where a concern calls a meeting of its 
creditors and places its old indebtedness on a 


deferred payment basis and continues to buy 
material, can they agree to give preference to 
the new creditors? In other words, can they 
discount their current bills and let old accounts 
be paid as best they can? Also, with both the 
old and new indebtedness outstanding on their 
books and the concern goes into bankruptcy, 
would the courts recognize the preference of 
new creditors over the old? 

A. Old creditors may agree with the debtor 
that new creditors shall be entitled to priority 
in payment of their claim. This preference 
agreed upon by the old creditors and the debtor 
is followed and recognized in bankruptcy pro- 
ceedings. Obviously, however, the debtor and 
new creditors could not prejudice the rights 
of the old creditors without the consent of the 
latter. It is only when old creditors agree 
that the agreement is valid. 


Addresses wanted 


COUNTS, J. H., formerly at Downers Grove, Ill. 

DENAULT, L. N., formerly of 310 State St., later at 
252 Duane Ave., Schenectady, N. Y. 

DUNNING, W. F., formerly operating Dunning Insti- 
tute, St. Louis, Mo. In the Spring of 1931 operated 
out of Montgomery, Ala., and that time believed to 
have moved to California. 

JACKSON (P. G.) and BROWN, (CASPER), formerly 
d.b.a. Truck & Tire Service, Detroit, Mich. 

JOEL, LEON formerly of 114 Monk St., Brunswick, 
Georgia. Now supposed to be in Poughkeepsie, N. Y. 

KICKER, F. J., formerly of Chicago, Ill. 

LARWETH, JOE, formerly located at 1300 Lee St., 
DesPlaines, Illinois, said to be in the vicinity of 
Benton Harbor, Mich. 

LENAHAN, JOSEPH S., last 
Arch St., Philadelphia, Penna. 

ORTZOW, O. S., (Contractor), formerly Piedmont and 
Oakland, California, later 223 Bintz Bldg., Houston, 
Texas. 

PEARSON, WILLIAM H., last at 28 Palmer 
Kenmore, N. Y. Formerly of New York City. 

RINGLER, H., formerly of Philadelphia, Pa. 

SILVERSTONE, R., formerly of Chicago, Illinois. 

SNELL, WALTER E., formerly doing business under 
the name of the Bond Paper & Chemical Company, 
32 Everett St., Allston, Mass. 

WILKERSON, RALPH and REUBEN, formerly d.b.a. 
Star Tire & Battery Co., Detroit, Mich. 

WINSLOW, C. B., (Painter and Decorator), formerly 
4417 Rainier, Seattle, Wash. 


known address, 1107 


Ave., 


Information 
wanted 


In April 1928, an involuntary peti- 
tion in bankruptcy was filed against the 
Euclid Clothes Shop, Inc., at Cleveland, 
Ohio, of which Louis Steinberg, Nor- 
man Bloom and Charles Fisher were the 
operators. 

An investigation made by the Fraud 
Prevention Department of the National 
Association of Credit Men, and the 
United States Bureau of Investigation, 
resulted in evidence that these men pur- 
chased the assets of the Euclid Clothes 
Shop, Inc., solely for the purpose of 
defrauding creditors, and then carried 
out a scheme apparently as follows: 

Contacts were made with wholesale 
and jobbing jewelers, by representing 
that they would have the entire busi- 
ness of the Euclid Clothes Shop, which 
was gradually being converted into a 
jewelry shop, considerable credit was se- 
cured. A line of credit was built up by 
depositing money in banks. These banks 
were then given as references and after 
the purpose had been served, the money 
was withdrawn. No serious attempt 
was made to operate the business legiti- 
mately. After considerable semi-precious 
merchandise was obtained, it was sur- 
reptitiously moved from the premises 





in trunks and expressed to various 
points in the East where it was evi- 
dently obtained by the men named 
above. 

Very little is known concerning 
Bloom, Steinberg and Fisher. It is doubt- 
ful if these are their correct names. 
Steinberg and Bloom are brothers-in- 
law, Steinberg having married Bloom’s 
sister. At one time they had desk space 
in Room 1005, Diamond Bank Build- 
ing, Pittsburgh, Pennsylvania. Stein- 
berg sometimes uses the name of Bern- 
stein. 

Steinberg is described as being about 
43 years of age; height 5’ 10”, weight 
about 190 lbs., heavy set and somewhat 
impressive. He is an immaculate 
dresser. He has black wavy hair, 
slightly gray about the temples. He 
is clean shaven and has a dark com- 
plexion. He has a round full face and 
his nose appears to have been broken. 
His eyes are slightly bulging and are 
dark brown. He bites his fingernails. 
He stutters when excited and is of a 
nervous temperament. He claims to 
know something about boxing. He is 
Jewish and his associates are traveling 
men. He likes the company of women 
of questionable character. 

Bloom is about 42 years of age; height 
§’ 7”; weighs about 135 lbs., and speaks 
with a noticeably Jewish accent. His 
voice is husky. He wears a mustache. 
His hair is dark, turning gray and is not 
very thick. He has a peculiar way of 
walking, which is slow and he drops his 
feet somewhat like a shuffle. His fingers 
are deeply stained from smoking. 


Fisher is about 43 years of age; height 
about 5’ 7”; weight 160 lbs., wears a 
turned up mustache, has a large hook 
nose, bulbous on the end. He has very 
good teeth and his hands are well mani- 
cured. He speaks with a Jewish accent. 
He is an old boyhood friend of Stein- 
berg. 

The United States Bureau of Investi- 
gation is very anxious to secure infor- 
mation as to the probable whereabouts 
of these men and their identity. On 
April 15, 1930 an indictment was re- 
turned against them by the Federal 
Grand Jury at Cleveland, Ohio, charg- 
ing concealment of the assets of the 
Euclid Clothes Shop, Inc., in contem- 
plation of bankruptcy. 


It is requested that any information 
concerning these men be transmitted to 
the Special Agent in Charge of the 
United States Bureau of Investigation, 
625 Lafayette Building, Detroit, Michi- 
gan. All information received will be 
treated strictly confidential if so re- 
quested. 
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& (Continued from page 41) 


the middle of the period of prosperity, 
production and distribution costs rise 
faster than selling prices. Increases in 
labor and material costs, decreased ef- 
ficiency of workers, higher mainte- 
nance and repair charges for machinery 
and equipments, increased waste and 
spoilage, and higher interest rates are 
some of the factors which combine to 
increase the overhead expenses at a 
faster rate. Consequently, it can be 
seen why many concerns are generally 
inefficient in the period of prosperity, 
while in the period of depression the 
same concerns reach a high level of 
efficiency. 

Another illustration is the experience 
of several enterprises which have ex- 
panded their fixed assets out of propor- 
‘tion to the volume of sales during the 
period of prosperity. Then when the 
business depression comes along, these 
concerns are heavily burdened with sur- 
plus plant facilities with the attendant 
overhead expense. 


Furthermore, management is respon- 
sible for excessive operating expenses 
due to its poor control of costs. About 
fifteen years ago The Federal Trade 
Commission investigated the causes of 
the lack of business success. It re- 
ported that of 250,000 manufacturers 
in the United States, 125,000 or fifty 
per cent operated without profit, and 
only 12,500 or five per cent had exact 
knowledge of the costs of their prod- 


_ ucts, 


About ten years ago a committee of 
the Federated American Engineering 
Societies made a study of waste in pro- 
duction. This committee reported that 
fifty per cent of the responsibility for 
the wastes could be placed at the door 
of management, less than twenty-five 
per cent at the door of labor, while the 
amount chargeable to outside contacts 
is the least of all. The United States 
Department of Commerce is publishing 


data, from time to time, relative to the 


waste in distribution. 

(13). Inadequate reserves for de- 
preciation and contingencies. When 
depreciation is not charged off to profits 
annually, it is apparent that the net 
profits are over-stated and also that the 
capital investment is being reduced. 
Some concerns follow the policy of not 
providing for depreciation and other 
types of reserves if it interferes with 
the payment of dividends. In other 
words, if the amount of net profits or 
earnings is sufficient either for dividends 


or for depreciation, then, depreciation 
may not be provided for. Why, one 
may ask is this unwise policy pursued? 
Because the directors are interested in 
maintaining security prices. Inasmuch 
as profit and loss or income statements 
are not generally published, it is easier 
to conceal: the fact that depreciation 
has not been provided for, and if pro- 
vided for, not much is said as to how 
much! 


It is, indeed, a wiser financial policy 
to set aside each year out of -earnings 
a sufficient amount not only to take 
care of depreciation but also to provide 
for contingencies. Otherwise, inade- 
quate reserves over a period of years 
will lead to an unsatisfactory situation, 
which is, that new capital must be in- 
vested in the concern to provide for 
replacements or renewals as well as un- 
expected losses; this investment of out- 
side capital in turn dilutes the stock- 
holders’ equities. 


Finally, it is unfortunate that the 
depreciation policy of industrial enter- 
prises is uncertain and vague. Sloan has 
well expressed this condition: 


ee 


the most interesting fact 


about the depreciation policy of 
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When, in looking over a prospective 
debtor’s assets and liabilities, you find 
sound insurance protection in A2tna Fire 
Group companies, you know that that 


part of his business is in good order. 


AETNA INSURANCE COMPANY 
THE WORLD FIRE AND MARINE INSURANCE CO.. 


THE CENTURY INDEMNITY CO. 


| PIEDMONT FIRE INSURANCE CO., Charlotte, N.C. 
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American industry is that there is 

none. Leastwise, a careful study of 

the income accounts and balance 
sheets of more than 500 concerns 
fails to reveal anything even re- 
motely suggesting a unified policy 

. the majority of corporations 
make public no data whatsoever to 
inform their security holders as to 
the amount of profit that is appro- 
priated for depreciation charges and 
reserves each year...” 

(14). Excessive current obligations 
represent the amount of working capital 
temporarily loaned to an enterprise by 
its bank and trade creditors. This con- 
dition is unfortunate because it will re- 
sult in a serious drain on the concern’s 
cash resources. Financing of over-in- 
vestment in inventories closely followed 
by the improper policy of financing 
fixed assets investment by means of 
short-term obligations is one of the out- 
standing factors which brings about this 
unsatisfactory condition. 

(15). Excessive funded debt or long- 
term obligations is a serious condition 
inasmuch as there will be heavy interest 
charges to meet regularly. Failure to 


pay these charges may lead to the for- 
(Continued on page 44) 
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Pre-Tested 
Advertising 


and 


Sales Plans 


Thorough market analysis. 
The preparation of a complete 
sales and advertising plan. 
Then—a thorough field test— 
of 
dealers, distributors or agents 
and the sale of your product. 


including appointment 


In short, a pre-tested adver- 
tising and sales plan. 


When you receive definite 
orders for your product; 
when worth while new outlets 
are created before you have 
made any extensive commit- 
ments, there can be no ques- 


tion of “will this plan sell my 
goods?” 


This service, available at a 
nominal cost, has proven espe- 
cially valuable to manufac- 
turers with limited advertis- 
ing appropriations who see the 
need of expert counsel. 


If you are interested in 
creating new channels for 
your product, new methods of 
selling, the maintenance of 
present volume, with lower 
sales cost or increasing net vol- 
ume, we will be glad to discuss 
your problems with you with- 
out, of course, obligating you 
in any way. 


H. P. PRESTON 


and associates 


Sales - Advertising Counsel 


915 Broadway 
New York, N. Y. 








Tagged 
out! 


(Continued from page 43) 


mation of a creditors’ committee or to 
receivership. Excessive funded debt is 
another form of unbalanced financial 
structure which occurs when an undue 
proportion of money was raised by 
bonds and notes issues instead of call- 
ing for additional contribution of capi- 
tal from the stockholders or of re-in- 
vesting a larger amount of net profits. 


Industrial enterprises, in general, 
should not have any funded debt be- 
cause of the irregularity of earnings. 
Established companies may have some 
long-time obligations if the annual in- 
terest payments do not exceed one-half 
of the average annual earnings. By 
average annual earnings is meant a 
three or five-year average. However, 
many concerns in a period of prosperity 
will undertake to carry an excessive 
funded debt because they must finance 
the policy of expansion in fixed assets. 


(16). Excessive goodwill and other 
intangibles. Generally when there is a 
large amount of goodwill and other 
forms of intangibles, there is, at least, 
ar. equivalent amount of common stock. 
In other words, there is “watered 
stock”. Inasmuch as the enterprise ex- 
pects to pay dividend on all the com- 
mon stock, whether “watered” or not, 
there is, then, the heavy task of earn- 
ing sufficient profits to fulfill this ex- 
pectation. At best, goodwill is of 
doubtful value. The conservative pol- 
icy is to place a nominal value of one 
dollar upon its valuation. Moreover, it 
should not appear on the financial state- 
ment unless paid for. 


Excessive goodwill and other in- 
tangibles are generally the result of a 
merger or consolidation and may be said 
to represent the false hopes of over- 
enthusiastic promoters, executives, and 
other interested parties. 


(17). Excessive advances to and/or 
investments in affiliated and subsidiary 
companies are, in most instances, an- 
other form of over-investment in fixed 
assets with the attendant dangers. In- 
stead of expanding the main plant, af- 
filiated or subsidiary companies are 
formed and receive financial assistance 
from the parent company in the form 
of advances or investments with which 
to build or expand plant facilities. 

(18). The existence of some enter- 
prises is not economically warranted. 
Certain concerns are destined to fail. 
Their existence is due, in a number of 
instances, to the insatiable desire of busi- 
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ness executives and promoters to pro- 
mote new companies or to combine sev- 
eral old companies, whether efficient or 
not, into a new one by the process of a 
merger or consolidation. Before pro- 
moting any consolidation, the wiser pol- 
icy would be to take steps to ascertain 
if a market exists, and if so, whether 
there is a sufficient and regular demand 
for the goods. Other important factors 
should also be investigated. 


Finally, one must not overlook the 
cogent fact that many mergers or con- 
solidations are generally formed, not 
for the purpose of taking advantage of 
the supposed low cost of production at- 
tributed to the economic principle of 
large scale operations as is often times 
stated, but, for the sole purpose of ob- 
taining large promotion profits. The 
idea of the economy of large scale pro- 
duction is over-emphasized in many in- 


stances. It is, indeed, a ““smoke-screen” 
for promoters and other interested 
parties. 
Firing 
Y fire 


(Continued from page 23) 


real fire consciousness among business 
men will lead to their making a more 
careful study of conditions which may 
endanger the safety of their business. 
If they also can be made to realize that 
the various elements of fire safety are 
regarded as important credit factors 
they cannot fail to recognize in them 
an immediate urgency that now is too 
often overlooked. The effective co- 
operation of all organizations in build- 
ing up this fire consciousness will rap- 
idly make itself manifest in reducing 
the enormous fire loss totals that now 
constitute such a reproach to American 
civilization. 


@ Advice 


. “Three constructive things can be done with 
money: 

“1. Spend it for something you need or 
desire. Money thus spent creates jobs for the 
men who produce raw materials and for untold 
numbers of workmen in various lines and, 
after this dollar has been exchanged for goods 
and services, it finds its way into the channels 
of credit and multiplies its power from five to 
ten times. 


“2, Invest it. This money thus placed in cir- 
culation at once joins the nation’s credit army 
and becomes a worker in the ranks of business 
activity. 

“3. Deposit it to your credit in either a check- 
ing or savings account where your dollars will 
join immediately the army of credit soldiers that 
are the life-blood of American business.” 


—J. B. Sotomon, Pres. 
Indianapolis A. C. M. 
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Bankruptcy's 
y new broom 
(Continued from page 17) 


appointed by the Attorney-General, and 
“Examiners” selected from the Civil 
Service lists. 

The Administrators are to be ten in 
number, and to receive salaries of $7500 
per year. Their duties are (1) to super- 
intend the work of the Examiners; (2) 
investigate and report to the Court the 
qualifications of applicants for the of- 
fice of trustee; (3) audit the accounts 
of trustees; (4) petition the Courts for 
removal or discipline of trustees; (5) 
investigate the administration of the 
law; (6) furnish information to the 
Courts and to the Attorney-General; 
and (7) prepare statistics concerning 
the administration of the law. 

The Examiners, who are to receive 
$4,000 per year, are in general to exam- 
ine debtors and bankrupts, and their 
books and records, and report to the 
Court their findings, particularly when 
the bankrupt or debtor applies for a dis- 
charge. They are to “have audience be- 
fore the Courts,” and are subject to the 
disciplinary power of the Courts. 

The purpose of injecting these gov- 
ernment officials into the proceedings is 
to remedy the obvious defect in the 
practice under the present law, which 
places upon creditors the duty and the 
expense of conducting examinations,— 
which in the no asset or very small cases 
is so burdensome that in fact the duty 
is more often evaded than performed. 
If the Examiners are conscientious and 
properly qualified, the expense of their 
salaries should be more than compen- 
sated by the results, and the savings ef- 
fected by the provision putting Referees 
on a salary basis (with a maximum of 
$10,000) will be a substantial offset. 

But the warning must be sounded, 
that creditors, even under the provisions 
of the bill, still have duties and responsi- 
bilities to perform, and if the effect of 
the appointment of the Examiners will 
be to lull creditors into a feeling of 
complete security, and make them rely 
primarily upon the Examiners to protect 
their interests, the results sought will 
probably not be accomplished. With 
the increased power and responsibility 
of trustees, the liberalizing of the pro- 
cedure, and the removing of the detailed 
supervision by the Referees, there is 
placed upon the creditors themselves 
correspondingly heavier responsibilities 
in utilizing the machinery which is to 
be created, so that it will produce the 
beneficial results conceived. Creditors 
organizations will have an importance in 


insolvency cases which they have never 
before enjoyed. 

In conclusion it may be said that the 
bill embraces numberless minor, but im- 
portant changes designed to improve the 
efficiency of administration, speed up 
the time of closing of estates, and many 
other matters which the business com- 
munity has long been demanding. There 
will be honest differences of opinion as 
to the desirability of some of the pro- 
posals, but no one can accuse the 
Solicitor General or his aids of shirking 
the duty of propounding a bill which 
attacks the evils of administration and 
the weaknesses and deficiencies of the 
present law with courage, wisdom and 
foresight. 


Government 


v business 
(Continued from page 19) 


ness, which is supposed to be so highly 
efficient, should depend so largely for 
assistance upon government which is so 
frequently charged by business men with 
being grossly inefficient. It is not a 
pleasant fact to face, but it is neverthe- 
less a fact, that a great deal of the nec- 
essity for government assistance has 
come because business men have failed 
to deal intelligently and co-operatively 
with their own problems. Government 
has been called upon for a leadership, 
much of which should have been fur- 
nished by business. 

It is a paradox that at a time when 
we have a greater abundance of com- 
modities and greater facilities for pro- 
ducing other commodities than ever be- 
fore in the history of the country, we 
should also have millions of people who 
are not able to receive the benefit of this 
surplus. This presents a challenge 
which business leaders will do well to 
accept. The easier and weaker way of 
accepting this challenge is to turn it 
over to the government for solution. 


_ The more difficult but wiser way is for 


business to meet the problem. 

It would be a sad commentary upon 
our century and a half of development 
if we were to admit that our vaunted 
efficiency in business is unable to meet 
the problem which arises primarily be- 
cause of too great a surplus. The an- 
swer is not that men capable of leader- 
ship are lacking. The answer is rather 
that those who are capable of leadership 
have failed to lead. 

Even though we may recognize the 
necessity for meeting our emergency 
conditions by the enactment of drastic 

(Continued on page 47) 
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Latin-American 
survey 
(Continued from page 21) 


an efficient means of bringing out funds 
due to the fact that this would merely 
result in a means of circumventing ex- 
change control, and new regulations 
would probably be forthcoming which 
would still place all of the foreign cur- 
rency proceeds from exports under the 
jurisdiction of central banks or control 
agencies. 

Readers of CREDIT AND FINANCIAL 
MANAGEMENT may now place these 
charts together to form a continuous 
graphical record of credit and collec- 
tion indices for the past years. As a 
matter of fact, the first chart in the 
February, 1930, issue carries the survey 
back to September, 1928. 

It may be explained for the benefit 
of those who may not have a record of 
the basis on which these surveys have 
been made, that the credit survey is 
based on reports of Good, Fair and 
Poor, compiled into percentage figures 
of all those reporting, with the results 
indicated in the index figure, using the 
same basis as that of the previous sur- 
veys for comparative purposes. 

The index of 250 or better covers a 
percentage of not less than 60 percent 
good and 40 percent fair, with the 
classification of “good.” 


The classification of “fairly good”, 
covers the index of 250 to 225 with 
the percentage of 25 percent good, 75 
percent fair. 


Between the index figures of 225 and 
200, the classification is “fair”, with 
a minimum of 100 percent fair. 


For the classification of “poor”, the 
index figure is 200 to 175 with a low 
percentage of 75 percent fair, 25 per- 
cent poor. 


Below this, the classification is ‘‘very 


poor. 


In graphing collection conditions, the 
index of 50 percent prompt or fairly 
prompt has been taken as the mean for 
comparison. An index better than 50 
percent prompt or fairly prompt ap- 
pears above the mean line in the graph, 
while a less favorable index runs down- 
ward from the mean position. 
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SALE OF BUSINESS AND GOOD WILL. 
COVENANT NOT TO COMPETE. VIOLA- 
TION. (ALA.). 

Held that the bill of complaint and contract 
attached sufficiently show that the drug business 
purchased by complainants from respondents 
consisted in a very material respect of mer- 
chandise usually carried in drug stores, other 
than drugs. The Court not only knows as a 
matter of general information that drug stores 
are usually not limited to the sale of drugs, but 
the bill alleges that in this case in express terms 
that other merchandise such as is usually so 
kept and sold in drug stores was included in the 
transaction, and constituted a material feature 
of the consideration. The bill alleges that the 
merchandise, goods and business other than drugs 
were its chief attraction, and largely made up its 
good will. In the contract by which the drug 
business was sold by respondents to complainants 
the former agreed “to remain out of the drug 
business on their own account in the City and 
County of Mobile for a period of five years.” 
The bill alleges that thereafter and within that 
period one of the respondents arranged to en- 
gage in business in Mobile in which he proposed 
to conduct the sale of all such articles of mer- 
chandise included on the purchase above re- 
ferred to except drugs only. There was a con- 
sideration of $50,000.00 paid for the business 
and good will. There was included the good will 
of the business in all its substantial and ma- 
terial respects and not merely one feature of it. 
The “drug business” within the clause now 
sought to be enforced therefore included such 
merchandise other than drugs as were embraced 
in the sale evidenced by the contract, and when 
the proposal is to set up a business to be con- 
ducted for their sale and service, it will be 
violative of that feature of the contract. De- 
cree for complainant affirmed. Macon et al v. 
Albright et al. Ala. Supreme Ct. Decided No- 
vember 19, 1931. 

oo * a 

RECLAMATION. TRANSFER OF AC- 
COUNTS RECEIVABLE. REPOSSESSION 
BY BAILOR. PAPER TITLE IN TRANS- 





FEREE. (PENNA.) A reclamation petition 
was filed with the referee by Bankers Com- 
mercial-Security Company, Inc. (called herein 
“the Finance Company”) for four pianos. The 
referee found against the petitioner who takes 
this certificate for review. The bankrupt prior 
to his adjudication owned the pianos as part of 
his stock in trade. He leased them to cus- 
tomers by instruments which appear to be valid 
bailment leases. While these accounts were out- 
standing he turned the leases over to the Finance 
Company in exchange for an advance of money, 
the lease in each case being accompanied by an 
instrument called an “Assignment and Guar- 
antee” which provided that the bankrupt, 
“hereby sells and assigns all his or its rights, 
title and interest in and to the notes, contracts, 
leases or mortgages (hereinafter referred to as 
‘installment paper’) listed on the schedule, and 
in and to the merchandise and rights therein 
described.” Thereafter the customers defaulted 
and the bankrupt repossessed the pianos. Shortly 
after that he was adjudicated, and the pianos 
were in his possession when the trustee took over 
his assets. More than four months prior to the 
transactions above referred to, the bankrupt had 
entered into a general contract with the Finance 
Company by which the Finance Company agreed 
that, on installment paper assigned to it, the 
bankrupt should be permitted to collect the 
payments as they accrued, and appointed the 
bankrupt its collector. Held that there would 
be no difficulty about the case if the bankrupt 
had not repossessed the merchandise. When the 
bankrupt executed the written assignments and 
at the same time made manual delivery of the 
bailment leases to the Finance Company, he did 
everything which he possibly could to to vest 
title in the Finance Company. Certainly a 
valid transfer of his reversionery interest was 
effected. It would have been good against the 
trustee in bankruptcy if at the time of the 
adjudication the merchandise had been still 
legally in the hands of the bankrupt’s custom- 
ers. What is involved here is the same general 
principle of law which underlies the decision 
of the Supreme Court in Wallace Benedict, 
Receiver, vs. Rather, 268 U. S. 353, and which 
strikes down as conclusively fraudulent against 
bona fide creditors all transactions by which 
the paper title is transferred to or held by some 
one other than the debtor while he retains pos- 
session of the goods, together with such do- 
minion over them as vests him with the attri- 
bution of ownership. The whole record indi- 
cates that, by the actual course of dealing, so 
long as the money advanced was repaid to the 
Finance Company the bankrupt was in prac- 
tice free to do as he pleased with the repos- 
sessed goods and that, as to such articles, the 
apparent arrangement was not the real one. 
Possibly the Finance Company was in a posi- 
tion to resume the dominion over the goods 
which it had practically surrendered to the 
bankrupt, but the fact is that it never did so, 
and in the absence of such action by the Finance 
Company, the bankrupt remained to all intents 
and purposes the owner. Order affirmed. Mat- 
ter of Greenspun. U. S. Dist. Ct. Eastern Dist. 
of Penna. Decided February 9, 1932. Requi- 
sition No. 59617. 


BANKRUPT CORPORATION. VOIDABLE 
PREFERENCE. VIOLATION OF N. Y. 
STOCK CORPORATION LAW, SECTION 15, 
EVIDENCE (N. Y.) The complaint sets forth 
two causes of action; the first under Section 
60 (b) of the Bankruptcy Act to recover pay- 
ments made to the defendants who were di- 
rectors and officers of the Eureka Upholstering 
Company at a time when it was insolvent and 
within four months of the date of the filing 
of a petition in bankruptcy against it, the ef- 
fect of which, as defendants had reasonable 
cause to believe, would be to create a prefer- 
ence; the second to recover the same payments 
made when the company was insolvent under 
the Stock Corporation Law of the State of New 
York or insolvency was imminent. The trial 
court dismissed the bill of complaint as to both 











causes of action on the ground that insolvency 
was not established at the time when the pay- 
ments were made. The only payment in ques- 
tion on this appeal is one of $5,000. made to 
the Globe Parlor Suit Company on or about 
February 24, 1930. The Globe Parlor Suit 
Company was a partnership of which Max Ber- 
man and Meyer Goldberg were members. Ber- 
man was the president and Goldberg was the 
vice-president of the Eureka Company, and, at 
the time of the payment of $5,000. their firm 
had been a creditor of the Eureka Company 
for some seven months and they were pressing 
for payment of its claim. Held that no prefer- 
ence was effected under Section 60-b of the 
Bankruptcy Act and the transfer was not in 
violation of Section 15 of the New York Stock 
Corporation Law. This is because when the 
transfer was made (1) the assets of the Eureka 
Company were found to be greater than the 
liabilities, (2) insolvency was not imminent, 
(3) the company had not “refused to pay any 
of its notes or other obligations” and (4) in 
such circumstances, there would. not be any 
intent to prefer or reasonable cause to believe 
that a preference would result. Decree af- 
firmed. Emerson v. Berman & ano. U. S. C. C. 
A. 2nd Cir. (N. Y.) Decided March 7, 1932. 


Washington notes 


Uniform returned 
goods policy 

A uniform policy fot dealing with returned 
goods has resulted in a very substantial decrease 
in returns for cooperating merchants in Salt Lake 
City, according to reports received by “Domestic 
Commerce” from the Commerce Department’s 
District Office in that city. Returns for the 
cooperating stores were 11.42 per cent. greater 
in 1930 than in 1929 but they were more than 
25 per cent. lower in 1931 after the campaign 
was instituted. 

The returns during 1931 numbered 90,076, 
with 30,125 “cash” returns, 54,644 “credit” re- 
turns, and 5,307 house employee returns, repre- 
senting 18.38 per cent., 76.46 per cent., and 
5.16 per cent. of all returns, by value, respec- 
tively. 

The results obtained by the various types of 
efforts expended to reduce -returns are shown 
clearly by the monthly figures on returns, pre- 
sented in the following table: ° 


Decrease Decrease 

in Sales in Returns 
Month Per Cent. Per Cent. 
As eile Werke yt cis 7.4 27.23 
I Guru ak ease dc 7.2 30.16 
March ....... catty chats 13.1 5.39 
MERA EGR inden. canta spree 18.5 25.76 
BE 2d Raat bee 16.2 31.17 
LE Air ost awkAtes xs 6.5 27.59 
a eae oe 8.4 26.98 
NS Si afk ica ea dee cai it 6.4 41.25 
NE os cs Savieeis-«s 6.2 42.18 
ES birt es dos pins 11.2 51.92 
NE oso igs ssee e's 10.9 33.54 
Serre err 13.2 31.14 
Yearly Average ........ 10.43 35.89 


The decrease shown for the first two months. 


indicated that the merchants started out with 
enthusiasm. 
stores fell down in results and during the month 
of April the Association, sponsoring the cam- 
paign, spent considerable time in the stores, with 
charts, talks, etc., explaining to the salespeople 


and department heads the importance of the 


plan. This resulted in improvement, with the 


lower return figure remaining constant for four 


months. During the month of July the Asso- 
ciation’s efforts were directed toward the cus- 
tomer, with marked results. About 1,500 cus- 


tomers that had returns in excess of 20 pet 


cent. of their purchases were contacted by let- 


ter and telephone. During the last two months: 
of the year the Association points out that the: 
relatively poorer situation indicates that the: 


group has relaxed somewhat in its vigilance. 


During March, however, all the 
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See yourself as others 


see you 


by GEORGE BECK 


Careful tests made in several of the 
country’s largest commercial in- 

Mi stitutions during the past few 

months have shown that the same 
men, dressed carefully, increase their 
sales effectiveness from 15 to 25 per 
cent. over their records when they are 
poorly dressed. A man who is worth 
$10,000 a year in an unpressed suit, a 
wrinkled collar and dingy shoes, is worth 
$12,500 in a neat suit, a clean starched 
collar and well-cared for shoes. 

It is not a question of dressing ex- 
pensively, says Dr. Frank Payne, psy- 
chologist and director of the personnel 
bureau at the College of the City of 
New York, it is merely a question of 
dressing carefully that makes the dif- 
ference between the beaten, timid, in- 
feriority ridden victim of depression and 
his successful fellow. “If every man 
in the country dressed with conscious 
care and ability,” says another psycholo- 
gist, “half of our feeling of depression 
would be over tomorrow.” 

Executives throughout the country 
are recognizing this simple and eco- 
nomical means of increasing the sales 
possibilities—literally the resources—of 
their companies. A store, a bank or 
other institutions in which every man 
coming in contact with the public is 
conservatively but smartly dressed, can- 
not look distressed or downhearted if it 
tries, and what is more important, if 
the psychologists are to be believed, it 
cannot feel that way. 

A recent questionnaire, answered by 
about 100 of the country’s leading re- 
tail outlets disclosed that the four most 
important items of a salesman’s dress, 
in the order of their importance are (1) 
a neat, unobtrusive suit, preferably 
dark, (2) a clean starched collar, (3) 
well-kept black shoes, (4) tastefully 
chosen haberdashery. Almost three- 
fourths of the organizations answering 
had made a specific effort, either 
through house organs, bulletins, or in 
addresses at organization meetings, to 
avoid any slackening of morale in their 
sles forces by making definite recom- 
mendations on dress. Together with 
the authoritative Merchant Tailors’ As- 
sociation of America, American employ- 
ets have frowned upon the soft collar 
for business wear. 


One of the most interesting phenom- 
ena of the difficult business conditions 
of the past year has been its effect on 
habits of dress. 

Those who enjoy security do not have 
to dress as well as those who do not, 
says Dr. Payne. Those who do not en- 
joy security dress more meticulously to 
overcome the possible handicap of an 
inferiority complex. In times of de- 
pression there is greater and more preva- 
lent insecurity, hence the paradox that 
when business conditions are most un- 
satisfactory, American men are found 
to be most carefully dressed. 

The impressions of personnel experts 
confirm this evidence from science and 
from business executives. 

Thorndike Deland, who specializes in 
placing store executives in all parts of 
the country finds that employers are to- 
day more particular than ever before, 
and that men seeking employment are 
bolstering themselves to meet stiffer 
competition by dressing more carefully. 
Men do not naturally like to dress well, 
Mr. Deland says, but conditions like 
those now current compel them and 
once the habit is formed they continue. 
That is one permanent benefit that is 
likely to come out of depression. 

Mr. Deland once had the experience 
of practically placing an applicant 
for a big executive post on the Pacific 
Coast. At the first interview with the 
owners, however, the applicant wore a 
soft collar which wrinkled and spread 
at the corners. He failed to get the 
job! 

“Men who are going somewhere,” 
says William D. Camp, President of the 
Executive Service Corporation, New 
York, ‘“‘those who hold down responsible 
jobs, are well-groomed, conservatively 
dressed men, appropriately dressed with 
neat starched collars, well-shined shoes 
and a generally pleasing and unobtru- 
sive appearance.” 

“We have a modern store in physical 
layout,” says the superintendent of a 
great department store. “An attractive 
frame and a poor picture within is not 
consistent.” And another makes the 
same point, “One shabby salesman may 
offset the effect of a million dollars’ 
worth of fixtures.” 

So that out of the trying conditions 
of this time one permanent and invalu- 
able lesson may come. Executives the 
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country over may learn to exploit that 
last 25 per cent. of the assets of their 
institutions—the appearance of their 
salesmen, and all others making con- 
tact with the public. 


Government 


y business 


(Continued from page 45) 


laws establishing governmental agen- 
cies, it is well that we should give con- 
sideration to the possible after-effects. 
During the emergency period the gov- 
ernment has not only been asked to take 
over functions which more normally 
belong to business itself, but has been 
urged to do so. The way having been 
opened by such invitation, it is not like- 
ly that the government will voluntarily 
withdraw from this field after the 
emergency period has passed. We have 
many men in public life who have long 
awaited the opportunity to impose more 
drastic regulatory measures upon busi- 
ness. They will not miss the oppor- 
tunity which has been given. It is 
likely, therefore, that after business has 
returned to more normal conditions, it 
will have to defend itself strongly and 
steadily against the inroads of those who 
are ever eager to inject extreme govern- 
mental supervision into business activity. 

The question which will arise for a 
number of years to come is whether 
business through its leaders is able to 
chart its own course or whether it must 
turn more and more to government as a 
guide. The government is and will be 
by its very political nature poorly 
adapted to the most efficient and eco- 
nomic conducting even of public busi- 
ness. Why, therefore, should we ex- 
pect it to be more competent in dealing 
with private business—why, unless we 
are ready to admit that our business 
efficiency is a myth and that there are 
no longer men in industry who are cap- 
able of intelligent and forward-looking 
leadership? 

The challenge is clear. Upon the an- 
swer to that challenge rests the business 
stability of the future; and upon that 
leadership rests the material welfare of 
millions of human beings who are not 
only willing but anxious to be at once 
the producers and the consumers of the 
commodities which must be produced 
and consumed if there is to be a con- 
tinued prosperity. 


Press on to Detroit! 
N.A.C.M. Convention—June 20 to 24 


gon C88 PAY plan for paying Take this way ont of 


PAY ~“owyour BILLS| BILLS; DEBT 


BILLS | : | 


lot of worrsom 
@ instead = you rather have get out of debt easily—couldn’t 
wouldn . * son’ 
= walt with UP 10 20 months Household. you? 

ats 9 leading family finance organiza: ¥ The Household Loan Plan gives 

ro psy # ht away? It’s you the money t Y 
@ Under the Household dion, to pay them right away” oe Sone TOW UP 10 $300 fre. nen bor 
such » wonderful feeling 10 be all due accounts now—and you may a from the local office 
aes have 20 months to repay in small s " ica’s foremost 

monthly sums. i 


Loans at Lower Leans at Lower 


ili borrow up 
@ Here > neat id seally: % End your debt worries now Loa 
to $300 a re aap, ib at the Household office. Families ms at Lewer 
eee 5 . 
eae investigations. Sig- = Renews up to $300 pleasantly, Cest 
em pal susband and wie economically, and in strictest @ Large volume and effic; 
natures y : for confidence. No embarrassing in- agemen ficient man. 
wired. Household’s charge a a hove enabled Household 
res on loant ne above $100 and up to $300 vestigations. Signatures of only to offer rates 
a : ; 
. $300 thet are ten is substantially less than the max- oe and wife required. House. 
maximum charge prov lilies imum provided by the State Small panei fer cum qhove $100 
pry. 20 months to repay in and up to $300 is somewhat less 
— ty aia than the maximum provided by 
small mon pant the State Small Loan Laws. 
@ Come in and let us ex jain this ¥ Come in and let us explai Come i 
N jain this a 
reasonable way out of debt. No reasonable way out of debt. No arenes 
obligation obligation. 


HOUSEHOL] HOUSEHO HOUS 


FINANCE CORPORATION of 4™*7 FINANCE CORPORATION of 


VY If you bad 20 months to get 
@ More than 3 
took this road 
year. You may, 1 


60.000 families 
out of debt last 


00. 
@ Here is the wi 


explain this 


EHOLD 


F 
INANCE CORPORATION 


°f America 


Urging America 
to pay bills ... and pointing 


a way to do it 


HIS April, Household, America’s foremost family finance organ- 

ization, is urging debtors to pay their bills...and is presenting 
the only way in which many families can clean up their credit. The 
advertisements here reproduced are appearing in the newspapers of 
cities where Household maintains its 148 branch offices. This 
campaign is part of Household’s contribution toward speeding the 
return of prosperity by helping to thaw out frozen credits. Any in- 
formation you would like about the importance of personal finance 
service to your business will be supplied gladly if you will address 
Household Finance Corporation, Palmolive Building, Chicago. 


HOUSEHOLD 


FINANCE CORPORATION 


and Subsidiaries 
Palmolive Building, Chicago lion: 


One Hundred Forty-Eight Offices in Ninety Cities in ... ILLINOIS ... INDIANA ... IOWA... GEORGIA... MARYLAND ..- nking 
MASSACHUSETTS ... MICHIGAN ... MISSOURI. .. NEW JERSEY . . . NEW YORK ... PENNSYLVANIA . . . RHODE ISLAND . . . WISCONSIN an: A 
nn ee EEE UES SES ESSE i 


tae 


V/A 


; 


/ 


1. 34 


When writing to Housebold Finance Corporation please mention Credit 8 Financial Management e se 
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